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Indecision pays no dividends; usually it levies an 
assessment, for the investor who waits for something 


to happen is generally unprepared when it does occur. 


Take the First Steps Now 
To Regain Your Investment Position 


~~ is the time to take the first steps towards 
the revision of your investment portfolio, if 
you are to look forward into 1933 with confidence that 
you will be able to recover your original investment 
capital, and re-establish the income it formerly yielded. 


It may be easier to regain your original investment 
position than you believe. It may require no addi- 
tional funds. In the beginning it may call merely for 
the recasting of part of your list so as to bring it into 
harmony with current investment and industrial con- 
ditions and prospects. With the essential preliminary 
work done now it will be much easier to keep your 
portfolio in proper balance while steadily progressing 
towards your goal of capital and income recovery. 


Take your first steps today. Terminate your period 
of indecision by placing your security program under 
the supervision of THE FINANCIAL WORLD 
RESEARCH BUREAU. The procedure is simple: 
You merely register with us the complete list of your 
securities, with their cost, provide us with all the neces- 
sary data regarding your requirements, objectives and 
resources, and then follow the direct, positive recom- 
mendations as they come to you. As your confidential 
investment counsel we lay out your program at the 
outset, and once a month submit a survey of your 
progress. The cost is moderate — $100 for the full 
year of continuous personal guidance. 


The Financial World Research Bureau 12-14-32 
53 Park Place, New York, N. Y. 
Enclose a list of your investments (show- 


ing the number of shares and their original 
cost) to guide us in telling you just how 
The Research Bureau will aid you. 


Please send me your 26 pane that explains (without obligation 
to me) how your personal supervisory service would assist me in 
regaining my original investment position. 
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The Financial World was established to diffuse the truth about investments, has con- 
stantly maintained this attitude, and will continue to do so, confident in its belief that 
as long as it clings to this ideal it can count upon the support of the investing public. 
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The Trend of Things 


With the trade indexes giving a mixed picture, securities are looking to politics 

for a clue to the future — Hoover messages well received; business hopes Con- 

gress will follow his suggestions but also add beer|for revenue — Money rates 
decline further, and New York banks continue credit expansion 


ITH only three weeks of 1932 still left, it is appar- ported with work on new models being completed in time 

ent that the year-end recession in industry now for the January shows. 

being experienced is not quite as sharp as usual, 
although the decline is more pronounced than had been 
hoped for several months ago. The security markets, 
fully aware of the business pattern as the close of the year 
is approached, have been unperturbed by the slowing 
up in activity and have transferred their attention to 
politics. 


Railroad traffic figures continue to make better compari- 
sons with a year ago, and sentiment toward securities in 
this group is being aided by the Coolidge-Smith committee 
opening hearings upon transportation problems. Novem- 
ber rail earnings are expected to equal those of the same 
months last year, and December should show a gain. 
The copper parley now in progress is not helping the price 
The post-holiday gain in steel production was not held, for the metal, which has declined to the record low of five 


output slipping back to the 16 per cent reached Thanks- cents a pound. The one thing most needed by that in- 
giving week; this decline is expected to continue to the end dustry is a substantial increase in demand. A spurt in 
of December. Little change has been seen in the auto- new construction in the final week of November brought 
motive field, and production continues within the 10,000- the total for that month close to that for October, and on 
12,000 unit range each week. Schedules for coming weeks, the basis of average daily rate, a small gain was shown 
however, suggest that rapid expansion will soon be re- contrary to usual seasonal performance. 
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4 “Market Value” trend lines show the actual market valuation of all stocks listed on the New York Stock Exchange; the solid line 
ae. the sane ron reed once a month by the Stock Exchange, whereas the dotted line shows the week-to-week compilation by THe FInaNcIaL 
Wor.tp. The “Loan Ratio” expresses the percentage of brokers’ loans (to Stock Exchange members) to total market value of securities listed; the 
solid line shows the Stock Exchange's figures, reported monthly, while the dotted line shows THe FirnancraL WoRrtp’s computation of changes which 
have occurred during the month. "Percentage of monthly sales to total number of listed shares is shown by the line ‘‘ Percentage Turnover in Sales.” 


° 
‘ 
P 
4 bY 
rer, 
4 
| 
pe 
J 
. 
ot 


TOCK market procedure of the past year or so was 
reversed last week when President Hoover’s message to 


Congress was greeted wjth rallying prices instead of the’ 


declines which heretofore have greeted his statements. Ad- 
vices contained in that message were sound, and if there were 
any assurance that they would be followed by Congress, there 
is little doubt that we would have been in for much greater 
improvement in prices. There is little in the business prospect 
for coming weeks to influence security movements, and indi- 
cations are that the stock market in the immediate future will 
take its cue from political developments. One of the most 
favorable of these which could occur would be evidence of 
disposition on the part of Congress to reduce governmental 
expenditures by a substantial amount, and the result therefrom 
could be the resumption of the upward trend in prices which 
has been interrupted in recent months. It might be advisable 
for investors to prepare for such an eventuality; lacking that 
development, it would appear that some measure of improve- 
ment should be witnessed prior to the upward movement of 
the trade indices in the late winter and subsequent months. 


On the face of it, last week’s report of the Federal Reserve 
member banks showed a number of gratifying changes, with 
total outstanding banking credit increasing by $69 millions, 
the first gain in the past six weeks. Examination of the detailed 
figures, however, disclosed the fact that virtually all of the 
expansion occurred in the New York district, and that in the 
remainder of the country deflation of banking credit was still 
generally the rule. Nevertheless, the large New York institu- 
tions usually set the lead for the rest of the country in such 
policies as employment of resources and we appear to be war- 
ranted in the expectation of the inauguration within the next 
several months of a more lenient credit policy by banks in the 
other eleven districts. Net demand deposits for the week 
increased $186 millions, but much of this gain was doubtless 
in reflection of preparations being made for month-end finan- 
cial settlements on November 30. Predictions of further ease 


in money rates are being substantiated, and bankers’ accep-’ 


tanees have now been reduced another eighth of one per cent 
to the lowest yield in the history of the American acceptance 
market. The new quotations of 44@ 34 per cent compare 
with 34% @3 per cent a year ago, and failure of these extremely 
low yields to bring forth acceptaxces is a clear indication of the 
lack of ordinary credit now being utilized by business. 


Previous so-called ‘‘farm relief’? measures have lacked the 
support of business men, but the domestic allotment plan now 
being advocated is regarded as being fundamentally sounder 
than any so far proposed. 


As is the ease with virtually all other industrial indices, the 
spread from corresponding periods a year ago in steel ingot 


WEEKLY INDEX OF INDUSTRIAL PRODUCTION 
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Tue Components: This is an unweighted index of five sensitive series 
of industrial activity: mew building contracts, electric power production, 
automobile output, steel mill activity, and merchandise, miscellaneous 
and less-than-carload freight traffic. Adjustments have been made for 
nor seasonal variation, and the average for the four years 1925-1928 
is used as the base. 
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production has tended to narrow. Although the spread last 
month was a little greater than it was for the preceding month, 
nevertheless November’s decline of only 36 per cent from a 
year ago compares very favorably with the drop of 54 per cent 
for March and 49 per cent for the eleven months as a whole, 
While earnings for the industry as a whole will probably con- 
tinue to be non-existent for months to come, it does seem at the 
present time that the steel production curve in 1933 will cross 
that of 1931 and rule materially above the levels of the current 
year. Fortunately, the leading units are well entrenched 
financially and are in a position to withstand further periods 
of operating deficits. One very constructive development in 
the situation is the step which U. S. Steel is taking in abandon- 
ing obsolete plants. If other units follow this lead the result 
will be to cut down unproductive capacity and, of course, 
decrease the heavy overhead expenses with which the’ industry 
is burdened. This would mean the realization of profits 
upon a much smaller volume than is now possible. 


Gains in coal output at this time of the year are the usual 
expectation, but recent increases appear to have been greater 
than seasonal. However, prices are still at such low levels that 
few producers can show profits. Issues representative of this 
industry continue to be unattractive. 


Sugar company earnings continue under the adverse influence 
of natural as well as political factors. Cuban producers are 
unable to show profits because of extremely low raw prices 
(in part due to the 2-cent duty to “‘protect”’ the beet producers 
in this country, who supply only one-fifth of our needs). The 
2.12-cent tariff on refined sugar, however, does not appear to 
be adequate to protect the established refining industry in 
this country, and it has been losing business steadily to im- 
porters. As short a time back as 1925, for instance, importa- 
tions of refined into this country amounted to only 16,700 
tons, whereas for 1931 the figure was 441,500 tons and for the 
first ten months of 1932, 501,500 tons. As long as this trend 
continues it is only natural that sugar refining issues will 
lack investment popularity. 


Business failures for the December 1 week showed a gain, 
according to year-end precedent, but the increase from 463 to 
478 (according to Bradstreet) was very much smaller than usual. 


The business and office equipment figures for a short time 
early last fall suggested that material earnings improvement 
in this field might be seen for the last half of the year, but more 
recent reports suggest that hopes of any substantial progress 
must be postponed to the future. General business conditions 
in this country are not such as to necessitate the purchase of 
any significant amount of equipment, and the foreign markets 
(upon which the industry has relied for about 40 per cent of 
its output) are adversely influenced by rising tariff schedules, 
currency exchange fluctuations, and general economic un- 
certainty. 


Having reacted close to the recent low levels prior to and 
following the close vote on the repeal issue, stock prices later 
firmed up and the week of November 30-December 7 was 
completed with a gain in values that amounted to $1,010 mil- 
lions, according to THe FinanctaL Wortp Index. This is a 
much better start than has been made in any recent months, 
particularly in face of the many unsettling factors that existed. 
The official November compilation made by the New York 
Stock Exchange showed stock values to be $22,259,137,174 on 
December 1, an average price of $16.96 per share for the 
1,312,148,772 listed shares, and a reduction of $1,181,524,654 
in the month. The ratio of brokers’ loans to security values 
moved up slightly to 1.52 per cent against 1.39 per cent a 
month previous. At the start of the year the average price of 
all listed stocks was $20.34 a share, and thus there has been an 
average loss of $3.38 per share to date. At present low levels 
that drop assumes good proportions on a percentage basis but 
can readily be made up as demonstrated in the last two days 
of the current week when 80 cents of the loss was restored. 
Trading for the week was at a faster pace than recently witnessed 
with encouragement being taken from the fact that volume 
drys up on. weakness and increases upon any evidence of 
strength. The turnover for the week was at a monthly rate 
of 1.70 per cent. 
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By WittiAm J. HEALY 


such as the present to bring out the 

most convincing and voluminous 
treatisies on what is wrong with this 
world of ours, for with discontent abroad a 
ready ear is given to even the most radical 
theories. Machinofacture, Technocracy, 
Mechanization, all tell us that in sixteen 
working days we can produce a year’s 
supply of electric light bulbs. Well, what 
of it? We need some extra time to make 
mechanical refrigerators and some more 
time for producing oil burners and air 
conditioners. ‘‘But we did not know all 
these things years ago, and being able to 
produce so much more than before, we 
ean’t find paying employment for eleven 
millions of our people who want to work!” 
says the technocrats. Yet, we would re- 
quire many times eleven millions if we 
were to attempt to provide for the needs 
and desires of the present day by old 
methods. We have been blessed by the 
machine—not cursed. 


I’ HAS always remained for periods 


The Demands of Comfort 


The insatiable demands of mankind for 
convenience, comfort and better living can 
never be fulfilled or denied. We have 
made a remarkable progress with the aid 
of the machine. Must we retrogress as dic- 
tated by such theorists who confuse the 
condition and the time? There will never 
come the time when there will be too 
many improvements in the living stand- 
ard, but there do come times when be- 
cause of a maldistribution of wealth and 
purchasing power, money is not available 
to satisfy our demands. The law of 
supply and demand will very ably control 
our productive exaggerations if we will not 
meddle with its working by coddling or en- 
couraging excesses. Our cornucopia of 
plenty is brim full. The trouble is that 
too many of our deserving population are 
deprived of that missive of exchange, 
money, to partake of its nourishment. 

Out of our working population of 50 
millions it might not appear distressing 
that more than one-fifth of that total are 
not now gainfully employed. We must go 
further than that to get the whole truth, 
for with stagger plans, abbreviated weeks 
and salary cuts, purchasing power has suf- 
fered doubly. This is not intended to de- 
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NEITHER OF THEM WORKING, BUT— 
ONE OF THEM GETS PAID FOR IT! 


fend the plight of the laboring class in its 
almost lamentable position, because the 
loss of income through reduced and omit- 
ted dividends as well as interest defaults 
goes to make up another staggering total 
of reduced purchasing power. Withouta 
turnover of money because of ‘‘insufficient 
purchasing power,” it is next to impossible 


for the majority of companies to make » 


enough profits, if any, from which to pay 
dividends, interest and wages. If we 
would break into this vicious circle to 
stop its devastating swirl, we might find 
upon close examination why the present 
methods being pursued have had no cor- 
rective influences, and why it has gained 
momentum with each successive step 
taken. 


The Key to Business Improvement 


Let us set down as the one uncontra- 
dictable fact that business can not im- 
prove to any desired degree until this pur- 
chasing power has been replenished and 
restored. | 

The mad days that preceded the col- 
lapse in 1929 builded our house of cards on 
extravagances, over-enthusiasm, reckless- 
ness, greed and ego. Plants, equipment, 
products, pay-rolls, were expanded—some 
because of necessity to comply with the 
demands of fast moving business, while 
others anticipated still greater demands of 
the future. New departments, divisions, 
bureaus, were created to comply with am- 
bitious plans. Overhead soared. No- 
body cared. Profits piled up in spite of ex- 
travagances. Now we have a crumbled 
wreckage at our feet that requires courage 
and daring to rebuild. Taxes and fixed 
obligations in their expanded form are 
now something to “holler” and worry 
about. The running expenses can readily 
be pared down to production. But what 
to do about that super-structure of execu- 
tive and administrative expenses created 
in the boom days is troubling more than 
one executive, who by his own decision 
and dictation must cut into his own in- 
come and that of his associates. Quick to 
recognize that plants and materials have 
no greater worth than their replacement 
value or the ability to earn profits for the 
company, there is a profound reluctance 
to apply the same sensible reasoning to a 


presently over-manned management. If 
it were not so serious a problem it might 
be dealt with complacently, but being at 
the root cf our maldistribution of purchas- 
ing power, the kid gloves will have to be 
taken off in handling it and correcting it. 

Take, for an example, any of our large 
corporations, none in particular, if you 
would seek a cross-section view of what 
has been going on during the past few 
years in concentrating wealth in fewer 
hands as well as limiting the number who 
can apply their talents in order to engage 
in gainful employment. This would in- 
clude our railroads, public utilities, steel 
companies, copper producers and almost 
any and every branch of industry that 
takes its leadership from these giant or- 
ganizations. Some have not been able to 
cover interest requirements. Others have 
done a little better, but nevertheless are 
paying $2-billions less in dividends so far 
this year than last, and thus curtailing 
the income of a few million stockholders. 


White Collar Cuts 


These income-deprived stockholders 
might be entitled to inquire whether these 
needful adjustments have been made. Ag- 
gressive measures have been taken by a 
small group to write down their inflated 
bookkeeping assets as an aid to better 
earnings. Most of them have slashed 
their clerical and working forces even be- 
low the point of necessity that might be 
required by an anemic trade. But the 
higher up one searches into the adminis- 
trative and executive branches, the small- 
er are the sacrifices revealed. Self preser- 
vation naturally governs the maintenance 
of many sinecures. Salary reductions have 
been taken in some cases, and even on & 
larger percentage basis than the hired 
help, but it is not quite the problem for a 
$100,000 a year man to struggle along on 
$75,000, as it is for the $1,000 a year man 
to be thrown out of work, for these cuts 
are made from a generously inflated stand- 
ard developed in boom day enthusiasms. 
The distressed ego of this group is pitiable 
in recalling the pouter pigeon days, but 
the real owners of the business are getting 
hardening of the sympathetic arteries 
when they compare the amount of com- 
pensation being paid against the ability 
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to develop earnings for the company’s 
stockholders. 

Though exact and dependable figures 
are lacking, except as so miserly divulged 
in a few corporate reports, it is still pos- 
sible to approximate the status of the 
average large corporation in respect to the 
division of salaries, according to the re- 
spective numbers in four divisions of the 
payroll, as follows: 


Depres- 
Normal _ sion 

Units Payroll Payroll 

Executive..... 1% 15% 50% 
Administrative. 5 15 30 
Clerical... 24 20 10 
ee 70 50 10 


Thus in our abbreviated payrolls of to- 
day, we find less than one per cent of the 
total employed receiving 50 per cent of the 
salaries paid out. Less than six persons 
out of every one hundred still laying 
claim to employment are receiving 80 per 
cent of the compensation that industry is 
trying to pay out of its shrunken earning 
power. On one hand we encounter a drop 
in surplus income that might even reach 
into a lesser patronage of the luxuries. On 
the other hand drastic deprivation has 
gone deep into the necessities of life and 
living. The generous rewards that have 
been and are being received in the upper 
brackets permitted the accumulation of a 
surplus for the legendary rainy day. That 
same surplus constitutes the difference be- 
tween an active velocity of money when 
compared with the living schedules of 


those in the lower divisions who must 


spend practically all they make for even a . 


humble existence. The latter group has 
undoubtedly enjoyed some of the minor 
benefits of our past prosperity, but these 
reserves that were conscientiously de- 
posited in the savings banks are being 
rapidly and steadily depleted under -this 
persistent lack of current income. Sav- 
ings deposits in the past year are down $4 
billions, with 7 millions fewer depositors. 

The lack of purchasing power is costing 
ten jobs for every one that the machine 
has created. We have no more excellent 
example of the expensive and costly bu- 
reaucracy we have built up than in gov- 
ernment circles, whether this be Federal, 
state or municipal. There are thousands 
of these problems that must be solved and 
the extravagances cured. They are even 
more numerous in our structure of in- 
dustry and just as deserving of a thorough 
purging. The axe would fall hard and on 
some tender spots, but this thought can 
not make it prescribe a different are. To 
attempt it simply stagnates any move to- 
ward improvement. Competitive activity 
will expedite the needed change where 
production costs are not reduced to com- 
parative levels with others in the same 
trade. Constructive action might better 
be voluntarily taken before receiverships 
force it upon them. 

Industry has been thinking despite its 
lack of determined action. To repeat a 
quotation from Owen D. Young’s recent 
political address in order to get expression 
from the top shelf, it is as follows: 


4 Columbia Gas & Electric 


Making Money from Natural Gas 


HERE is perhaps no industry 

which has been so acutely affected 

by the deflationary trends of the 
past three years as the natvral gas busi- 
ness and, comparatively speaking, no in- 
dustry has contributed so generously to 
corporate mortalities. The industry was 
still in its swaddling clothes when the 
economic storm broke; only the stoutest 
oaks have been left standing and-these 
have been shorn of alimb or two. The 
marginal and more speculative ventures 
have, one by one, sought the refuge of 
receivership, wells have been driven and 
eapped, pipe lines allowed to terminate 
far short of markets, and the majority of 
stocks of these companies have taken 
cover in the penny sanctuary. 

There is one company, at least, that 
has not only been able to weather the de- 
pression in a satisfactory manner, but 
has continued development policies which 
characterized the business during the 
boom period. Columbia Gas & Electric 
which occupies a key position in the in- 
dustry, has continued its program of de- 
veloping new leases and opening up new 
markets for the product through exten- 
sion of distributing facilities during the 
past three years. In 1931 a 20-inch high 
pressure pipe line was completed, extend- 
ing from the company’s fields in Kentucky 
and West Virginia to connect with its 
pipe lines in eastern Pennsylvania, making 
natural gas available to many communi- 
ties along the Atlantic seaboard. Also 
during the year, natural gas from the 
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fields in Texas, Oklahoma and Kansas 
was made available to the company’s 
mid-western markets through completion 
of a 24-inch pipe line, made possible by 
financial aid extended by the company. 
Early this year the Lycoming United Gas 
Corporation was formed to develop 
natural gas leases in the Wayne-Dundee 
fields in New York and the Tioga field in 
Pennsylvania, and transport gas produced 
in these fields to important markets in the 
East. The company’s ultimate objective 
of being in a position to furnish natural 
gas to Atlantic seaboard markets extend- 
ing from Northern New York to Virginia, 
is thus being brought closer to fruition. 


Cost of Development 


This development work of course, has 
required considerable expenditures which 
have not been available from current 
earnings. In January, 1931, the company 
sold $50 millions of debenture bonds for 
refunding purposes, which improved 
working capital position. As long term 
financing became more difficult, a short 
term policy was adopted, and at the end 
of the year the company had outstanding 
$44.1 millions in notes and loans payable. 
In order to reduce these obligations and 
to provide more funds for normal require- 
ments of the business, the company omit- 
ted cash dividend payments on its com- 
mon stock and substituted therefor pay- 


**We have learned in industry, at 
least, to regard with reservation, to 
put it no stronger, people who, no 
matter how honestly, think them- 
selves indispensable. In the lan- 
guage of the old French proverb, the 
indispensable man is yet to be. [ 
have no objection to a man saying 
that he would like to hold his job. I 
would doso too. I have no objection to 
his saying that he believes he can do 
the job better than others. I would 
do so too. But I resent at any time 
or at any place the attitude that the 
safety of this country depends on any 
man holding his job. No man has 
achieved that strength and this coun- 
try has not deteriorated to that weak- 
ness.’ 


It appears silly to think in terms of hav- 
ing an abundance of the world’s goods and 
regretting it. It is even less constructive 
to spend supposedly honest endeavor in 
trying to eliminate the progress we have 
made with the aid of the machine over 
the last score of years. Inflation, a des- 
perate bed-fellow, offers no solution to 
those deprived of current income. Rather 
that we energetically tackle the problem 
of redistributing income among our citi- 
zenry, and then with their purchasing 
power restored we will find ourselves 
busily engaged in filling their needs and 
as any progressive nation must do, in- 
geniously develop and stimulate the de- 
mand for new products that will serve to 
make life the more worthwhile living. 


ments in convertible 5 per cent cumu- 
lative preference stock at the quarterly 
rate of 3714 cents in par value of this 
issue. As of September 30, 1932, bank 
loans had been reduced to $23.5 millions, 
and working capital deficit decreased to 
$12.6 millions from the $26.9 millions 
shown at the end of last year. 

Reflecting in large part the sharp de- 
cline in consumption of natural gas by in- 
dustry, earnings of Columbia Gas have 
been pointing downward throughout the 
depression. For the 12 months ended 
September 30, 1932, earnings available for 
common stock equaled $1.04 per share as 
compared with $1.52 in the preceding 12 
months and $3.12 in the peak year 1929. 
More recent statements favorably reflect 
drastic operating economies and present 
operating efficiency should accelerate the 
rate of recovery in earnings with improve- 
ment in gross which should come with a 
return to more normal industrial condi- 
tions. 

Columbia Gas has no major financial 
problems for the year 1933, and present 
policy of liquidating bank loans from cur- 
rent earnings should result in the restora- 
tion of a satisfactory financial condition 
during the course of the year. The com- 
pany appears to be in an excellent strate- 
gic position to introduce natural gas to the 
more important markets along the At- 
lantic seaboard, particularly as it has a 
community of interest with the utilities 
established in this section through United 
Corporation affiliations. 
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Unmanageable 
Managed Currencies 


By Anorew A. Bock, Ph.D. 


land cut its monetary unit loose 
from the anchor of the gold stand- 
ard, it has been experimenting with'a 
“managed” currency. Likewise, the 
countries belonging to the so-called ster- 
ling block (on account of their close trade 
relationship with England and the de- 
pendency of their monetary systems upon 
the English pound), were forced to follow 
suit and operate with an irredeemable 
paper currency managed by some govern- 
mental authority. At the same time not- 
able English and European economists, on 
the theory of an impending gold scarcity 
advocatel the general introduction of 
managed currency systems as a remedy 
against commodity price fluctuations, 
and as the best way to attain price sta- 
bility which is so much desired and neces- 
sary for a return of world prosperity. 
However, the one-year trial of managed 
currencies has shown rather disappoint- 
ing results. It has proven conclusively 
that they represent a very dangerous ex- 
periment for countries depending upon 
foreign trade, due to their dislocating ef- 
fects upon the international exchange of 
goods. There are so many factors be- 
yond the control of the managing govern- 
ments that their efforts to control and 
maintain stable price levels have utterly 
failed. 


Sia September, 1931, when Eng- 


Heavy Fluctuations 


Cut loose from the gold standard, as is 
the English pound at the present time, a 
number of factors operating in the foreign 
exchange markets cause more or less 
heavy fluctuations in the value of a coun- 
try’s currency in terms of gold. It is true 
that some of these factors can be arti- 
ficially influenced and their effects miti- 
gated, but often they prove to be stronger 
than the ‘managing agency.” 

Generally speaking the price of the 
English pound is determined by the sup- 
ply of and demand for pound bills in the 
international exchange markets, originat- 
ing from various financial and business 
transactions. The principal demand for 
pound bills arises from the British export 
trade, when foreign countries have to pay 
for English products. Furthermore, as 
Great Britain is one of the greatest cred- 
itor nations of the world, foreign debtors 
need pounds to make remittances for in- 
terest due and amortization of principal. 
English shipping service and its world- 
wide insurance business are additional 
factors creating demand for pound bills. 


A similar situation arises during periods of 


large purchases of British securities by 
foreign nationals. 

On the other side, pound bills are of- 
fered principally to pay for imports, com- 
prising by far the largest item in Eng- 
land’s international balance of payments, 
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inasmuch as that country has a decidedly 
unfavorable balance of trade. This factor 
is subject to heavy seasonal fluctuations 
with pressure on the pound being greatest 
during the fall months for payment of 
grain and cotton imports. Furthermore, 
the payment of interest and amortization 
to such countries to which Great Britain 
is indebted, as for instance the United 
States on account of war debts, causes a 
demand for foreign currency and a cor- 
responding offering of pounds. Finally, 
foreign nationals which have invested in 
British securities are responsible for offer- 
ings of pounds against their national cur- 
rencies. The flight from the pound dur- 
ing critical periods such as the present 
one, adds another factor tending to de- 
press the level of the English pound. 

If all these and scme other minor fac- 
tors would balance each other, the rate of 
exchange would be fairly stable, but this 
ideal situation is far from reality. Sea- 
sonal variations, political developments 
and conditions abroad affect managed 
currencies to such an extent that mainte- 
nance of stability approaches the im- 
possible. Experience has demonstrated 
that a devalorized currency is not yet a 
disturbing factor by itself, but that the 
wide fluctuations of such currencies as ex- 
hibited by the pound and its satellites, 
tend to disrupt international price levels 
and disturb international trade. Conse- 
quently, the serious efforts made by Eng- 
land to achieve a relative stability of the 
pound can be readily appreciated as a 
matter of economic self-defense. 


Market Control 


Last April through parliamentary ac- 
tion a so-called ‘‘equalization fund’’ of 
£150 millions was created to be used to 
avoid ‘“‘violent and perilous fluctuations 
of the pound sterling’ according to the 
report of the British Chan- 
eellor. This fund enabled the 
Bank of England to interfere 
as buyer and seller in the in- 
ternational exchange mar- 
kets and thereby “‘assure’”’ a 
relative stability. However, 
at any time when this arti- 
ficial peg was removed, the 
pound dropped further until 
there was new interference by 
the British authorities. In 
this way the decline of the 
English pound since last 
April under the influence of 
the equalization fund was 
quite gradual until October. 
But the pressure on the 
pound during the last two 
months under the strain of 
the uncertainty regarding the 
war debt problem was too 
much, and control appar- 


ently slipped out of the hands of the Bank 
of England, with the known result of 
further sharp breaks and heavy daily 
fluctuations. 

So far the English authorities have con- 
tented themselves with interference in the 
open foreign exchange markets through 
purchases and sales to influence quota- 
tions of the pound. However, there ex- 
ists the danger that with a continuance of 
prevailing adverse international trade and 
debt conditions, England will have to 
apply more rigid measures such as com- 
plete exchange control and restrictions of 
imports. In such a case the Bank of Eng- 
land would monopolize for itself all for- 
eign exchange dealings. All foreign credit 
balances obtained by British nationals 
would have to be transferred to the Bank 
of England, which in turn would make 
allotments to bankers and commercial 
houses only after examination of the 
necessity for their demands for foreign ex- 
change. 


Effects on Export Trade 


As Great Britain is one of our best cus- 
tomers, such a rigid exchange control 
would adversely affect American export 
trade. England’s purehases from the 
United States in 1924 amounted to 18.88 
per cent of its total imports. This per- 
centage was reduced to 14.70 per cent in 
1930 and 12.06 per cent in 1931, a decline 
which is only partly due to the world wide 
fall in commodity prices during the last 
two years. Of our total exports of $2,424 
millions during 1931, England took about 
$456 millions. During the same year we 
bought only $135 millions from England 
as compared with that country’s total ex- 
ports of $2,089 millions. As a result of 
the weakness of the pound sterling, our 
exports to Great Britain during the cur- 
rent year have been nearly halved, for the 
nine months ended September 30, amount- 
ing to $209 millions out of a total export 
for that period of $1,189 millions. Our 
principal export articles in our trade with 
Great Britain are, in the approximate 
order of their value, as follows: raw 
cotton, tobacco leaf, gasoline, wheat, 
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copper, industrial machinery, lard, lum- 
ber and lubricating oil. 

Corresponding with the last sharp drop 
in the price level of the English pound, a 
similar decline was witnessed in the two 
leading import commodities for England 
—wheat and cotton. While no direct re- 
lationship between the drop of the pound 
sterling and the movements of the cotton 
and wheat markets can be proven, the 
fact nevertheless exists. It might have 
been caused by mere psychological factors 
influencing the respective markets, be- 
cause a few months ago one could witness 
these two commodity markets, and the 
pound move in the opposite directions. 

The prevailing fluctuations of the 
pound and the currencies selonging to the 
sterling block seriously interfere with 
the international exchange of goods. One 
far reaching result has been the en- 
hanced position of the dollar, which has 
to a large extent replaced the pound ster- 
ling as a world currency in international 
trade as being practically the only im- 


The Radio 


heard in independent radio cireles, 
| when it was announced that Radio 
Corporation of America had agreed to a 
divoree from General Electric and West- 
inghouse Electric & Manufacturing, but 
after some study of the provisions of the 
Consent Decree, there seemed to be no 
desire for a ‘‘victory” celebration of the 
decision. ‘‘There are too many strings 
tied to the decree,”’ was the comment of 
one small manufacturer. While another 
pointed out that prices on sets are so low 
that it is doubtful if any important in- 
fluence will be exerted. From other 
quarters, however, it was believed that 
the settlement of the anti-trust suit 
might prove to be a boomerang to the 
small manufacturers because, within 
2% years, both General Electric and 
Westinghouse can go back into the radio 
manufacturing business in competition 
with R. C. A., and thus make competition 
triply keen. 

The consent decree signed by the big 
radio-electric interests is not nearly so 
profound a document as those signed a 
decaie ago by the meat packers, the so- 
ealled Standard Oil trust and the tobacco 
monopoly. In its essence the decree 
abolishes forever cross-licensing between 
Radio and other big factors in the field, 
but under the new arrangement R. C. A. 
retains the right to continue to grant 
licenses to other manufacturers, not only 
under its own patents but also under the 
radio patents of G. E. and Westinghouse, 
and to retain the royalties received under 
such licenses. Radio, also, is empowered 
to continue as the sole organization to 
grant licenses to all other companies, 


N GOOD many chuckles were to be 
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portant currency firmly based upon gold.‘ 


The dangers inherent in the instability 
of managed currencies are best illustrated 
by a practical example. The English 
cotton importer, for instance, who has to 
pay for this commodity in dollars but re- 
ceives pounds, has to consider exchange 
fluctuations, and must therefore have 
some means to protect himself against 
eventual losses from fluctuations in the 
pound rate. As such international trade 
transactions are usually made on a time 
basis with payments against acceptances 
running from three to nine months and 
sometimes longer, the exchange risk is 
quite substantial and can easily wipe out 
the entire profit of the respective transac- 
tion. The English merehant can either 
take this risk and speculate, or if he pre- 
fers to play safe, he buys future dollars at 
his bank, of course at a premium. There- 
by he transfers the risk to the bank, 
which sells these future dollars to the 
merchant, either as a speculation or in 
turn protects itself in balancing this 


including until 1955, the patents of 
American Tel. & Tel. and the two big 
electric companies. All licenses hereto- 
fore granted by R. C. A. to other manu- 
facturers will remain in full force, but no 
more ‘‘exclusive’’ license agreements are 
permitted. Any manufacturer may ob- 
tain a license to produce equipment 
under all patents now in existence or 
those which may be granted in the future. 
In effect, therefore, a radio patent pool 
has been established and this, in itself, 
is a constructive development, not only 
for R. C. A. but the industry as a whole. 

But what is probably the most signifi- 
cant change for Radio Corporation is the 
section of the decree which frees R. C. A. 
to engage in allied fields from which it 
has previously been barred, while Gen- 
eral Electric and Westinghouse are ex- 
pressly forbidden to manufacture radio 
sets for 214 years. In other words, there 
is nothing now to hinder the develop- 
ment by Radio Corporation of the elec- 
tric eye (photo-electric cell) which may 
prove to be the basis of an industry of far- 
reaching importance because of the many 
new applications of the past two years. 
And the ‘‘214-year” clause is being inter- 
preted as a “keep out” sign for G. E. 
and Westinghouse as far as television is 
concerned. Incidentally American Tel. 
& Tel. escaped this litigation in nick of 
time and is not forbidden to produce 
radio sets or anything else it might desire. 


The fact should not be overlooked that. 


Tel. & Tel. made a nice little nest-egg 
out of the production and installation of 
sound equipment for talking pictures 
through its subsidiary, Electrical Research 
Products. And Tel. & Tel. has ample 


transactior through the sale of future 
pounds against dollars or another gold 
currency. It is obvious that the premi- 
ums paid for such future purchases or 
sales in managed fluctuating currencies 
are substantially higher than those paid 
for gold currencies, a factor which corre. 
spondingly increases the cost of coms 
merce. 

The impracticability of managed cur- 
rencies and their dislocating effects upon 
international trade suggest an early re- 
turn to a sounder system. Unless man- 
‘kind should devise a better basis than 
gold, a restoration of the gold stanlard by 
England and the sterling block must be 
regarded as one of the most important re- 
quisites towards revival of worl trade, 
The same conclusion was reached recently 
in the report of the Gold Delegation set 
up by the League of Nations’ Financial 
Committee, which recommends as of vital 
importance the return to the international 
gold standard system within the shortest 
possible time. 


manufacturing equipment which might be 
turned to the production of radio sets, 
television receivers and electronic tubes. 

Of course, General Electric and West- 
inghouse must dispose of their holdings of 
R. C. A. common and preferred stocks. 
G. E. holds 5.2 million shares of Radio 
and thus its shareholders would receive 
one share of R. C. A. for each 51% shares 
held. Westinghouse owns only 2.8 
million shares of Radio, and its stock- 
holders would receive but one share for 
each ten or eleven shares held. The 
interlocking directors, with the exception 
of Owen D. Young and A. W. Robertson, 
already have resigned. Mr. Young and 
Mr. Robertson have until April, 1933, 
to decide just how they will sever their 
connections from R. C. A. 

To many R. C. A. stockholders, the 
severance of relationship has come some- 
what as a blow, because it was believed 
that Radio Corporation was impregnable 
so long as it was backed by General 
Electric and Westinghouse. But R. C. A. 
is quite a strong corporation in its own 
right, having total assets of $108.9 
millions and a financial position of which 
it might well be proud. On October 31, 
1932, current assets of $39.5 millions in- 
cluded cash of $25.3 millions, against 
current liabilities of only $5.5 millions. 
An earnings deficit of slightly over one 
million dollars will be shown for 1932, 
but this will give effect to many non- 
recurring charge-offs because of the 
management’s desire to wipe the slate 
clean, and there does not appear to be 
any justification for the sale of commit- 
ments in Radio Corporation which have 
been made for long term holding. 
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The Gold. Stocks? 


tically all extractive enterprises are 

essentially speculative in character. 
This is due to the physical uncertainties 
surrounding discovery and development 
of more or less indeterminate reserves in 
or below the earth’s ‘surface, and to the 
broad fundamental economic condition 
that the prosperity of such companies 
depends largely upon the price level of a 
single commodity, or small group of re- 
lated commodities; and this price level is 
of course a function of the supply and 
demand relationship. 

The gold producers, however, are differ- 
ent from all other classes of mining com- 
panies as a result of the fact that the 
primary function of gold is to serve as a 
monetary base, i.e., as a medium of ex- 
change in terms of which all other com- 
modities are valued. This basic human 
fact remains true even in those countries 
which have been forced temporarily to 
abandon the gold standard, although of 
course the stability of the equation be- 
tween gold and other commodities has 
been disrupted for the time being in such 
eases. Gold producers of these countries, 
or gold producers selling their output 
there, receive a premium equivalent to 
the depreciation of such currencies in 
terms of gold standard currencies; so that 
in effect gold may always be exchanged 
for currency at a fixed ratio and there is 
never any deficiency in its market. Thus 
the prosperity of gold mining enterprises 
as a class is an inverse function of the 
general level of commodity prices. For 
this reason the severe and prolonged 
decline in commodity prices during the 
past three years has operated to the 
direet advantage of these companies, 
which as a group have proven themselves 
to be practically the only real ‘‘ depression- 
proof” industry. 

Although the stability of the gold 
stocks over the past three years stands 
out in pleasing contrast to the general 
market record, the question of more 
immediate concern to the investor is 
whether the outlook for the coming year 
or more is favorable to this group in 
comparison with the prospects for other 
industries. The answer depends quite 
simply upon the general outlook for 


AN a class the common stocks of prac- 


business and industry. Further depths of 
depression, or continuance of present 
depressed conditions, would leave the 
gold stocks in their relatively preferred 
position, but a general improvement 
such as might be deseribed as the recovery 
phase of the business eycle, would be 
reflected in substantial progress in earn- 
ings and market prices of other industries, 
particularly those which have been 
severely affected by the depression and 
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have successfully weathered the storm. 
Only a sharp and substantial rise in the 
general commodity price level from 
natural causes would disturb the earnings 
position of the gold producers, and since 
this is unlikely in the early stages of 
recovery this group does not face the 
prospect of any important retrogr 2ssion 
for some time. But for the average 
investor it appears that the proper 
attitude at this time is that the present 
advanced stage of thé depression and 
indications of probable general improve- 
ment next year are strong arguments 
against any concentration of speculative 
funds in the representatives of the gold 
mining industry. 


Are Crude Oil Prices Going Lower? 


URING the late summer and early 

fall weeks there was a growing un- 
A certainty in the oil industry about 
maintenance of the existing crude oil price 
structure in the mid-continent in the face 
of weakness in gasoline prices caused in 
large part by the pressure of a substantial 
volume of bootleg crude being taken from 
East Texas and other areas in violation 
of proration regulations. The industry 
made determined efforts to eradicate this 
evil, apparently with a considerable de- 
gree of success, and on October 10 the 
Texas Railroad Commission issued new 
proration orders, effective October 15, re- 
ducing the allowable output from East 
Texas. This action was in line with 
recommendations of the officials of the 
American Petroleum Institute, that the 
country’s output should be cut to 
2,000,000 barrels daily average in order to 
insure stability during the winter months, 
and an auspicious entry upon the 1933 
spring season. 

Largely as a matter of offering en- 
couragement and some measure of re- 
ward to the producers, a number of the 
smaller crude purchasers raised their 


posted prices as of October 15 an average - 


of 12 cents a barrel, bringing the top price 
to $1.10 as compared with the previous 
top price of 98 cents. Practically all pur- 
chasers met the new schedules, with the 
exceptions of Standard Oil (New Jersey) 
and Standard Oil (Indiana). The great 
importance of these exceptions is apparent 
from the fact that the eombined pur- 


EARNINGS RECORD OF LEADING GOLD PRODUCERS 


Aver- 
Me- ag 
Home- Lake  Intyre Price 
Alaska Dome Hollinger stake Shore Poreu- Teck- (90 
Gross Revenues Juneau Minest Consol. Mining Mines pine# Hughes§ stocks) 
$3,627 $3,590 $10,167 $6,700 $6,577 $4,457 $5,416 
3,552 775 10,903 8,668 9,153 4,633 5,973 
3,880 3,487 - 10,945. 9,206 12,357 5,305 6,752 
Earnings per Share 
70.71 “0.74 4.16 1.56 12.27 10.64 
10.58 0.09 *5.94 2.25 2.23 40.69 
10.74 71.42 O71 *).70 13.90 12.65 {0.77 
Market Prices 
104% 11% 9% 93 27 23% 10%% 253.5 
7% 7% 3% 110 21% 13 2% 35.0 
Recent price... 14% 12 4% 162. 28% 819% 3% 53.4 


*After depreciation and cepletion. 


1931, 1932. 


tBefore depletion. 
1929, and new mill placed in operation November, 1930. 

1931, 1932, and six months‘ended September 30, 1931, 
**Refore depreciation and depiction. 


{Mill destroyed by fire in October, 
#Fiscal years ended March 31,.1930. 
and 1932. _§Years ended August 31, 1930, 
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chasers of these two units comprise nearly 
50 per cent of all purchases in the mid- 
continent. Their contention has been 
that the realization from refined products 
does not justify the higher prices, and 
that they can not meet the increases until 
such a condition prevails. Thus there has 
existed for about two months an anoma- 
lous price situation, which admittedly ean 
not continue indefinitely. 

A further cutting back of production 
and a rigid enforcement of proration 
would have favored the higher level. but 
the failure to achieve any significant re- 
duction in output in the past two months, 
and the continued availability of some 
volume of crude at below the 98-cent 
posted prices have aggravated the normal 
seasonal tendencies toward lower levels. 
The longer the divergence in quotations 
continues, the greater becomes the proba- 
bility that the lower level will finally pre- 
vail, and the greater becomes the possi- 
bility that euts below that point will be 
made in order to fully correct the situa- 
tion. 

It is reported that there are some 28 
small independent refineries in or near the 
Kast Texas field. Investigation by the 
Texas Railroad Commission indicates 
that these companies have been seeuring 
their erude supply far below the posted 
prices and in some eases as low as 35 
cents a barrel. Although the gasoline 
produced from this crude comprises only 
a very small proportion of the mid-conti- 
nent supply, it is sufficient to weaken the 
entire retail price striveture in that area. 
Thus the moderate improvement in gaso- 
line prices that followed the higher erude 
postings was reversed during November, 
so that the present level is lower than the 
average of cither September or October. 
Thus there is a rather clearly indicated 
probability of a withdrawal of the higher 
crude postings in the comparatively near 
future, and a possibility of a generally 
lower level during the coming winter 
months. 

On the other hand there has been no 
seriously unfavorable development in the 
statistical position of the industry, and 
successful administration of the new pro- 
ration law in Texas could do much in the 
coming months to improve the outlook 
for 1933. Application of the principle of 
market demand in the determination of 
proration schedules should make effective 
control of output easier to maintain, and 
the longer term outlook for the industry 
need not be considered unfavorably de- 
spite present difficulties and wneertainties. 
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POSITION OF THE BOND MARKET. 


The Outlook for Various Classes of Bonds 
Bond Movements of the Week Analyzed 


THE WEEK IN BONDS 
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KEY : Average 40 Bonds. * * * Commercial Paper, New Offerings (Daily Average) 


AKEN as a whole, the trend of the 

bond market was downward in the 

months of October and November. 
There was a short rally in the middle of 
October and also early in November, but 
after November 12 the trend was steadily 
down until last week. Between Novem- 
ber 12 and December 6 there was only 
one session, that on November 26, in 
which an advance was recorded by the 
averages. It must be recognized, how- 
ever, that this trend in the averages is 
due almost entirely to the fact that the 
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forty bonds comprising the compilation .- 


include a number of second grade issues 
which account for a fairly large percentage 
of the whole. Secondary railroad and 
industrial bonds have, as a whole, shown 
an almost continuous decline in the past 
two months. On the other hand, high 
grade issues remained firm, and have 
recorded new 1932 highs in many in- 
stances. The better grade of public 
utility bonds have been conspicuous in 


this group. The high prices for gilt-edged 
public utility liens are ascribed to com- 
petitive bidding by institutional investors 
and trustees; life insurance companies 
are reported to be back in the market. 
Public utility mortgages are gaining in 
favor with these and other institutions. 
Bonds like Buffalo Genera] Electric 414s, 
Consolidated Gas of N. Y. 414s, and 
American Tel. & Tel. 5s have gone into 
new high territory while secondary bonds 
have been sliding back toward their 
1932 lows. 

Since payment of 10 per cent in cash 
on assented bonds of the Baltimore & 
Ohio (414s, due March 1, 1933) was 
started, dealings in the stamped and un- 
stamped 4)%s, and also in the same road’s 
refunding and general mortgage bonds 
have been among the heaviest in the entire 
rail list. Numerous attempts at arbitrage 
on the basis of the road’s refinancing plan 
for the March 1 maturity have recently 
been made. Assuming that the plan is 
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successful, some of these arbitrage opera- 
tions will prove successful, since the 
when-issued market for the new refunding 
and general mortgage bonds, Series F, 
which will be issued in part payment for 
the maturing 414s, has been out of line 
with the quotations for the latter issue. 
Another type of attempted arbitrage, 
based upon a misunderstanding of the 
meaning of the quotations for the stamped 
bonds, has resulted in losses for inex- 
perienced would-be arbitrageurs. A 
quotation of 55 for the stamped bonds, 
10 per cent of the principal amount of 
which has been paid, does not mean that 
the sale price is $550 per unit, since the 
quotation is to be interpreted, under a 
Stock Exchange ruling published last 
March, as the per cent of the principal 
amount of the bonds remaining unpaid. 
Since $900 principal amount of each 
$1,000 Baltimore & Ohio 41% (stamped) 
is unpaid, a quotation of 55 is equal to 
$495 per unit. 


NEW BOND OFFERINGS FOR THE WEEK 


(New offerings aggregating less 
than $1,000,000 are not included) 


Amount Interest Offering Yield or 
Name of Issue Offered Date Price Basis “% 
American Smelting & Refining Co.............. $3,500,000 A.& O. 88 6.18 
BONDS CALLED THIS WEEK 
(Except in cases of entire issues called amounts 
called for less than $10,000 are not included) Call Date 
Name of Issue Amount Price Payable 
Defiance Gas & Electric Ce....................:; first lien & ref. 7s ‘‘A"’...... ee Entire 110 Mar. 1, 1933 
General Motors Acceptance Corp...............- Entire 102 Feb. 1, 1933 
313,000 100 Jan. 1, 1933 


Norre.—Coupon paying agents or trustees will supply complete list of bond numbers called for redemption. 
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Air Transportation Prospects 


trend of industrial activity during the 

past three years and resultant effects 
upon old established transportation agen- 
cies, the air transport business, a com- 
parative fledgling, has been going ahead 
at an amazing pace and bids fair to 
establish new records for the full year 
1932. The comperative growth of this 
business is indicated by the fact that only 
5 years ago an average of 25 passengers a 
day was being carried on scheduled trans- 
port lines; this has grown to an average 
_of about 1,400 passengers per day at the 
present time. 

During the initial 8 months of 1932, 
passengers carried amounted to 336,409, 
a gain of 18 per cent over the correspond- 
ing 1931 figure while passenger miles 
flown recorded a gain of 23 per cent. The 
trend of air passenger traffic in previous 
years is indicated by the following table: 


[ STRIKING contrast to the general 


Passengers 
Years Carried 
9,178 
275,610 


This growth is directly traceable to ex- 
pansion of facilities by the air transport 
operators, increased safety of air travel 
and the potentialities of the field (in 1930 
the railroads carried 708,000,000 passen- 
gers). 

The Post Office subsidy constitutes the 
backbone of air transport operations and 
while Federal appropriations have been 
pared down substantially as a result of 
the economy program, the chief benefi- 
eiaries of air mail contracts have not felt 
this loss to any considerable extent. Dur- 
ing the first half of 1932 air mail pound- 
age was about 4.5 per cent below that of 
1931, a decline which reflected general 
business conditions. Early in July, the 
base rate for air mail postage was in- 
creased from 5 cents to 8 cents per ounce 
and this was immediately reflected in air 
mail volume. As compared with a decline 
of 4.5 per cent in the first 6 months, third 
quarter poundage declined some 30 per 
eent below the corresponding 1931 quar- 
ter. This decline will not have as direct 
an effect upon revenues of the operators 
as might be supposed, however, as under 
the MeNary-Watres Act the companies 
are paid on a weight-space-mileage basis 
and not according to the actual number of 
pounds carried. The budget for the 


fiscal year ending June 30, 1933, calls for 
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payments to air mail operators of approxi- 
mately $17 millions as compared with $19 
millions paid out in the last fiscal year. 
This subsidy represents a loss of millions 
of dollars to the Post Office Department. 
While the need for Federal economy has 
been the primary cause of lower air mail 
appropriations, scaling down of allotments 
have been made only after full knowledge 
of revenue needs of the operators. As the 
need for government subsidy grows less 
through increase in passenger and express 
revenues, we are likely to witness further 
reductions in Federal Appropriations. 
There are, in all, 32 air transport com- 
panies operating in this country at the 
present time, only a few of which are 
prepared to furnish the three main classes 
of service, i.e. mail, passenger and express. 
The bulk of the business is concentrated 
in the hands of United Aircraft & Trans- 
port, Aviation Corporation of Delaware, 


Transcontinental Air Transport. and - 


North Ameriean Aviation. All but the 
last named company maintain transcon- 
tinental service and their trunk lines are 
augmented by feeder lines which are 
convenient to practically every commun- 
ity in the country. North American 
Aviation, through its Eastern Air Trans- 
port, operates along the Atlantic sea- 
board with terminals at New York City 
and Miami, Florida. In addition several 
independent companies, including Wes- 
tern Air Express, Transamerica Airlines, 
Kohler Aviation and Northwest Airways, 
operate in local areas in the middle 
western states and on the west coast. 

Due to the exacting requirements of 
the Post Office Department, few of the 
smaller transport operators have been 
favored with air mail contracts and the 
recent trend has been towards consolida- 
tion of these units with the larger opera- 
tors. Acquisition of Transamerica Air- 
lines by Cord interests suggests a merger 
of this company with American Airway 
transport subsidiary of Aviation Cor- 
poration of Delaware, and it appears 
likely that this company’s service will be 
further augmented by acquisition of 
Eastern Air Transport, North American 
Aviation’s transport subsidiary. A com- 
munity of interest exists between Trans- 
continental Air Transport and Western 
Air Express through joint control of 
Transcontinental & Western Air, the 
chief transport subsidiary. By acquisi- 
tion of control of National Air Trans- 
port, United Aircraft has effected a coast- 
to-coast hook-up and the probabilities 
are expansion of this company will follow 
the line of extension of present facilities, 
rather than further acquisitions. While 
the air transport field is by no means 
closed to outside interests, the indica- 
tions are that development of the indus- 
try will center around those companies 
which presently occupy a dominant 
position tn the field. 


International Hydro-Electric 
Earnings Increase 


HE pall of uncertainty which en- 

veloped the International Hydro- 
Electric System until a few weeks ago, has 
suddenly lifted as a result of complete 
liquidation $27.5 millions December 1 
bond and note maturities, which places 
the company in a favorable financial po- 
sition with no important debt maturities 
until 1937. Further developments of a 


highly constructive nature are contained 


in recent earnings statement which reveal 

a sharp increase both in gross revenues 

and net available for the junior stocks. 
For the 12 months ended September 30, 


- 1932, gross revenues amounted to $59.3 


millions as compared with $50 millions in 
the preceding 12 months. Net income for 
the most recent period, after all charges, 


amounted to $3.4 millions, equal to $3.44 


per share-of class A stock as compared 
with net of $2.9 millions, or $2.98 for the 
preceding 12 months. This increase may 
be attributed to three factors, acquisition 
of additional properties, lower operating 
eosts and increase in demands for power 
by indusiries (largely textiles) in the New 
England areas served by the company’s 
subsidiaries. 

The major portion of increased earnings 


ean be attributed to the inclusion in the 
International Hydro-Electric System of 
North Boston Lighting Properties in 
July, 1931, and Green Mountain Power _ 
on December 1, 1931. Combined gross of 

these two companies last year amounted 


_to $12.7 millions. Acquisition of these 


properties required no substantial capital 
outlay and the increase in gross has been 
greater, proportionately, than increase in 
fixed charges and operating expenses. 

Control of operating expenses is indi- 
cated by income account for the quarter 
ended September 30, 1932. Gross rev- 
enues for this period of $13.9 millions were 
practically the same as in the ecorrespond- 
ing previous period. However, operating 
expenses were reduced some $700,000, or 
about 5 per cent, below the 1931 level. 
Recent figures on electric power output 
reveal a decided up-trend in the New 
England area, present production run- 
ning approximately 3 per cent below 1931 
levels as compared with a decline of about 
7 per cent for the country as a whole. 
Continuation of this trend, together with 
present operating efficiency should result 
in continued improvement in the com- 
pany’s earnings status. — 
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These reviews were written immediately proceed closing time of this issue 
The ratings used in this department are taken from THE FINANCIAL WORLD Independent Appraisals of Listed Stocks 


Addressograph Multigraph4 “C” 
Apparently unable to arrest a declining 
earnings trend, Addressograph Multi- 
graph reports a loss in the third quarter of 
$75,199, the equivalent of 10 cents a share, 
as contrasted with 14 cents actually 
earned in the preceding quarter, and 18 
cents in the first three months of the year. 
Having reported 32 cents a share earned 
in the first six months, profits are now 
reduced to the equivalent of 22 cents a 
share for the first nine months and without 
any improvement in sight the company 
will do well to finish the year in the black. 
Thus without early prospect of dividend 
restoration the stock appears liberally 
priced as compared with other values 
obtainable. 


AMERICAN TELEPHONE’S dividend 
continuance is regarded more secure because 
of consecutive moderate improvement in 
the net earnings of its subsidiaries. for the 
past few months. 


Butterick 4 
The spurt in earnings enjoyed by But- 
terick in the second quarter of this year, 
when 70 cents a share was reported, has 
been followed by a sharp reversal as 
shown in the results for the third quarter 
in which a net loss of $338,531 developed, 
which was almost three times the net 
profit shown in the preceding three 
months. This brings the net loss for the 
first nine months to $203,280 as con- 
trasted with a net profit of $263,631 in the 
corresponding period of last year. Sales, 
which had been well maintained over the 
past few years, show a considerable 
shrinkage this year with $6.3 millions 
for the first nine months comparing with 
over $8.2 millions in the same period a 
year ago. This about-face explains 
the price weakness in the issue, which is 
selling close to the year’s low. 


CHRYSLER'S new division for handling 
the distribution of products and processes 
of the parent company is doing a good job, 
for the first of its efforts finds Willys Over- 
land Company taking out a license for the 
use of floating power mountings on its 
future models. 


Diamond Match 4 
Although earnings have fallen somewhat 
behind those of last year, when $1.08 a 
share was earned on the common stock, 
Diamond Match has been able to develop 
the equivalent of 95 cents a share in the 


first three quarters of this year, making it - 


necessary that only an additional 5 cents 
be earned in the last quarter to cover the 
dividend requirement of $1 a share. There 
is little question but that this will be 
amply taken care of for in the September 
quarter earnings were at the rate of 36 


CORRECTION 


» Earnings stated at the rate of 17 cents 
a share in the third quarter for Col- 
umbian Carbon in last week’s issue 
were in error and should have read 
37 cents a share, bringing earnings for 
the nine months to $1.24 a share. 


cents a share, comparing with 31 and 29 
cents a share respectively in the first and 
second quarters and with 31 cents a share 
in the corresponding third quarter of last 
year. Reflecting this improved showing, 
the stock has moved up in price to the 
point of affording less than a 6 per cent 
return; without the prospect of an early 


increase in the rate, and the limitation of . 


payments whereby the preferred stock 
participates equally with the common 
after the latter receives $1.50 annually, 
the price of the issue appears well ad- 
justed and attractive only on price re- 
cessions from this level. 


ELECTRIC POWER & LIGHT reveals 
the anticipated contraction of earning 
power that prompted preferred dividend 
reductions in reporting only 8 cents a share 
earned for the twelve months ended Septem- 
ber 30, as against 23 cents a share for the 
12 months ended August 31. 


Firestone Tire 4 “C+” 


Despite a sharp decline in dollar sales 
amounting to 26 per cent as against 1931, 
Firestone Tire was able to report $1.07 
a share earned in the year ended October 
31 as against $1.25 a share in the year 
preceding. To appreciate this showing 
it might be noted that sales this year 
were 30 per cent less in dollar volume 
than in 1930, but the profits extracted 
were 314 times greater. The net profit 
margin on sales during the year just 
reported was 6.1 per cent against 5.3 per 
cent in 1931 and 1.3 per cent in 1930. 
This ratio also exceeded the returns in the 
years of 1929 and 1928, which were 5.3 
per cent and 5.6 per cent respectively. 


RATING CHANCES 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Financial 
World Appraisal ratings up to date. 


‘Commons: 
Byers (A. M.).........C te D+ 
A toB+ 
Preferreds: 
Byers (A. M.)......... C to C+ 
General Motors....... A toB+ 


— 


This might in part be accounted for by 
smaller depreciation charge offs but 
despite the percentage declines in the 
prices of both cotton and rubber less 
actual dollars and cents were involved 
because of already deflated levels, and 
the improvement can be credited largely 
to economies instituted. 


FOOD MACHINERY’S report of a net 
loss of $24,794 for the year ended Septem- 
ber 30, as compared with a net profit of 
$2.09 a share a year ago, was followed by 
a 50 per cent drop in price for the stock on 
small turn over. 


General Motors 4 “C4” 


The approach of the period of the annual 
motor shows and the preliminary show- 
ings of next year’s models, has contrib- 
uted supporting strength to the motor 
group and particularly to General Motors. 
Prospects overshadow in importance 
the issuance last week of the complete 
report for the nine months, which con- 
firmed the preliminary statement showing 
net income of only $10.5 millions. This 
contrasts with the $97.5 millions earned 
in the same period last year, and reflects 
the loss of $4.5 millions for the third 
quarter. The company is striving to 
maintain a strong liquid position with its 
eash and marketable securities totaling 
$209 millions. Cash has been augmented 
in the first nine months of the year by 
$61.1 millions, although total current 
assets have decreased $67.6 millions. 
Government securities were reduced from 
$74.6 to $36.2 millions and other market- 
able securities dropped to $1.9 millions 
from $10.6 millions. Inventories are 
earried at $50.7 millions as against $106.5 
millions at the start of the year. Net 
working capital of $240.4 millions is lower 
by $33.5 millions than at the start of the 
year, but inasmuch as it is as large as 
it was in 1929 with its active business, it is 
apparent that the company is not under 
any financial strain. Whether this strong 
position will be utilized to continue divi- 
dends in the coming year without an 
improvement in earnings remains a 
question for directors to decide, for they 
will be faced with not only an increas- 
ingly keen competition but probably a 
reduction in the profit margin in the big 
selling low-priced divisions from about 
$80 per unit to approximately $50. 


HELME’S action in declaring the cus- 
tomary extra $2 dividend besides the regular 
payment has required dipping into the 
company’s accumulated earned surplus 
because profits for this year will fall short 
of $7 a share. 


Int. Business Machines 4 “CH” 


The lack of incentive for expanding ecapi- 
tal structure, together with the obstacles 
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thus created to the maintenance of 
dividends while earnings are declining, is 
steadily adding to the list of cancelled 
stock payments, which were so popular 
a short time ago. Although showing 
ample coverage for the regular $6 cash 


‘dividend, International Business Ma- 


chines saw fit to omit the usual year-end 
extra stock dividend, following the 
precedent set by such other companies 
as Maey’s, Allied Chemical, Kroger, 
Borden and National Dairy. Having 
reported $7.16 a share for the nine months, 
earnings for the ten month period are 
stated to be in excess of $7.75.a share. At 
this rate earnings for the full year should 
not be much short of $10 a share, but at 


' the current earnings rate of 60 cents 


monthly a yearly accumulation of $7.20 
would create a narrowing margin and 
make it advisable to limit the shares out- 
standing while securing as far as possible 
the present rate of payment. Selling at 
only 8 times this year’s earnings, and 
affording a yield of 7.5 per cent, the stock 
appears to have given sufficient dis- 
counting to the omission of the extra 
stock dividend, which in the final analysis 
must be regarded a conservative and con- 
structive action. 


INTERNATIONAL NICKEL has been 
enjoying a considerable pick up in foreign 
business recently, which should be aug- 
mented in the domestic field by the increased 
production of new motor car models at the 
turn of the year. 


Lambert 4 “C+” 


Declaration of the regular $1 quarterly 
dividend by Lambert contributed little 
support to the price of the stock, and 
market opinion is expressed in a 12.5 per 
cent yield, reflecting the shortage of 
earning power to continue payments at 
this rate for an extended period. Though 
there is little question but that the re- 
duced dividend of $4 will be covered by 
this year’s earnings, sight is not lost of the 
sharp and continued drop in earnings 
shown in the first three quarters of this 
year, which have been $1.93, $1.50 and 
85 cents respectively. In indicating a 
current earning rate of somewhat below 
$3 annually, another revision in dividends 
appears imminent and a $2.50 payment 
would enjoy only a meager coverage, and 
on which basis the stock would still 
afford nearly an 8 per cent return, 


A WELL BALANCED 
INVESTMENT PORTFOLIO 


Group % 
Sound Preferreds ....25 
Hl. . Sound Common Stocks ..25 
IV... Speculative Securities ...25 


Such a portfolio affords diversi- 
fication, satisfactory income, and 
speculative opportunities. It may 
be regarded as the soundest general 
investment program. 


LEHN & FINK’S narrow coverage for the 
$2 dividend this year and the yield in 
excess of 13 per cent on the stock, suggest a 
lowering of the rate unless earnings are 
stimulated. 


Loew’s 4 “C+” 
The policy of two pictures for one ad- 
mission price has demanded an adjust- 
ment of film amortization charges because 
of the shorter profitable life of film produc- 
tions. Having reported $4.80 a share for 
the fiseal year ended August 31, against 
$7.43 in the year preceding, these reduced 
earnings were after amortization charges 
as based on the experience of former years. 
However, had the enarge of $1.1 millions 
been made against surplus for adjustment 
of book rights and productions in sus- 
pense, as well as an additional $2.5 mil- 
lions that would have been required for 
writing down inventories on the new 
basis, earnings would have been reduced 
to less than one-half the reported amount 
of $4.80, and would have been somewhat 
short of the present dividend of $3 an- 
nually, which appears reason enough for 
the uncertainties involved in a stock that 
yields in excess of 14 per cent. 


McKEESPORT TINPLATE in declar- 
ing the regular $1 quarterly dividend is 
supported by a strong cash position where 
earnings for the year are expected to be 50 
cents a share short of dividend requirements. 


Montgomery Ward 4 — 
The prospect of Montgomery Ward list- 
ing a low priced automobile in its forth- 
coming catalogue and the facet that 


November sales show the most favorable 
comparison with 1931 for any month this 
year, provided inspiration to those making 
an active market for the stock, which in a 
large turn over flirted with its high prices 
for the year. It is rumored that the new 
ear, identity unknown, will sell at a lower 
price than anything now on the market, 
and the ballyhoo intimated a possible 
showing of the new vehicle at the forth- 
coming motor shows. Sales in November 
aggregated $16.5 millions compared with 
$18.4 millions in November last year. For 
the eleven months, sales this year amount- 
ed to $159 millions as against $197 
millions last year, a decrease of 19.4 per 
cent, whereas comparison at the end of 
the ten month period showed a 20.4 per 
cent drop. While this slight change for 
the better is an encouraging sign, it would 
hardly justify the current buoyancy of 
price if consideration is given to the deficit 
of $1.19 a share reported for the first 
nine months of: this yéar. 


NATIONAL DAIRY and BORDEN 
have announced further reductions in milk 
prices which although encouraging to 
increased consumption will not likely lend 
favorable influence to declining earnings. 


Standard Gas 4 “C+” 


Yields of 17 per cent, 21 per cent and 16 
per cent respectively on the common, $4 
preferred and $6 preferred stocks of 
Standard Gas & Electric stress in no 
unmistakable terms the uncertainty of 
dividends attending the sharp decline in 
earnings reported by the company. The 
report for the twelve months ended 
September 30 shows $1.52 a share earned 
on the common against the $2 payment. 
For the twelve months ended June 30, 
$2.38 a share was reported, and for the 
corresponding twelve months of a year 
ago, $4.74 a share. Forthcoming reports, 
which must include the later months of 
poorest showing along with those to come, 
in which no material improvement is ex- 
peeted, can not help but influence the 
action of directors when they meet this 
week to consider payments, if any, to be 
made in the future. 


WRIGLEY should show a fair margin 
over dividends this year despite the yield 
of 9 per cent, 


THE FINANCIAL WORLD’S CORPORATE EARNINGS BAROMETER 


Current Future 
Earnings Earnings 
sompared Compared 
With a With 
Year Ago Present 


ZAmusements .......B 
Automobile, Passenger * 
Automobile,Commercial py 

Chemicals ........ 

QCoppers...........9 

Farm Equipment... . 

Fertilizer... ....B 


* Changed from last week. 


Current Future 
Earoings Earnings 
Compared mpar 
With a , With 
Year Ago Present 


Q Electrical Equipment,.D 
GFood Companies .... 
Leather and Shoes... 
QMachinery and Tools . .B 

Office Equipment .... 
pe 
QPublic Utilities . .... .B°® 


Curreat Future 
Earnings Evrninges 
Compared Compared 
With a With 
Year Ago Preseat 


Railroads ..........9 
Railroad Equipment. . 
QTire and Rubber... 
@Tobacco...........B 


@ Seasonal trend. 


EXPLANATORY NOTE: This tabulation is prepared on the basis of conditions existing at the present time, and future presentations will 


be revised as warranted by developments. ‘The left hand indicator shows by its 


tion above or below horizontal (or neutral), the current status 


of corporate orogeny compared with their respective positions one year ago. The right hand indicator is a forecast of future earnings. using the 


present as a base. 
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is indicator attempts to answer the question. how will con 


ditions in the near term future compare with the present? 
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SECURITY SELECTIONS 


FOR INVESTORS 


Edited by Ralph E. Bach 


BONDS WITH UNUSUAL FEATURES. 


industrial companies in recent years 

of reducing outstanding indebted- 
ness through the application of surplus 
earnings and the proceeds realized from 
the sale of additional capital stock, has 
created some unusual situations among 
bonds in this category. Through a long 
period of profitable operation many in- 
dustrial coneerns have been successful 
in eliminating their funded debt entirely, 
while others which are in a position to do 
so are restrained in some eases by restric- 
tions in the indentures under which the 
original bond issues were floated, and in 
others by the desire to conserve their 
unusually strong financial positions until 
earnings have been reestablished at more 
normal levels. Among the latter group 
the retention of surplus earnings has 
- resulted in surrounding outstanding bonds 
- with additional safeguards which have 
further enhanced their investment stand- 
ing, although present prices for some of 
these issues do not seem to fully reflect 
their strong position. In presenting the 
following issues, a careful weeding out 
process has been pursued by selecting 
only from those which conform to the 
following general restrictions: net work- 
ing capital in excess of total principal 
amount of funded debt, cash assets in 
excess of all current liabilities, and in- 
terest requirements being covered satis- 
factorily at the present time at least on a 
eash basis. 


Tix practice followed by many 


Dodge. Bros. debenture 

6s, due in 1940, are an 
_ assumed obligation of 
Chrysler Corporation, which was ana- 
lyzed in detail in last week’s issue of THE 
FinanetaL The bonds are out- 
standing in the amount of $43.2 millions 
and ate redeemable at 107 up to and 
ineluding May 1,.1933, decreasing 1 per 
cent per annum thereafter. A sinking 
fund provides for $1,000,000 annually 
for the purehase of debentures, ‘at not 
exceeding par and interest. Chrysler’s 
working capital at the end of September 
stood at $59.4 millions, while cash and 
marketable securities in the amount of 
$50.9 millions were substantially in ex- 
cess of all outstanding funded debt. 
Although Chrysler reported an operating 
deficit of $4.8 millions for the first nine 
months of the current year, this resulted 
largely from the extraordinary expendi- 
tures incurred in the development and 
introduction of the new Plymouth six, 
which were charged directly against cur- 
rent operations. Average earnings in the 
last five years have shown a coverage 
of 26.72 times for interest requirements, 
and although the latter will not be earned 


Dodge 
Bros. 


in the current year due to special charges — 


against earhings, recovery of general 


business_conditions should shortly result...stituent companies....Net working capital... 
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in a resumption of the wide coverage of 
interest charges witnessed in previous 
years. In the meantime the bonds enjoy 
the protection of an unusually strong 
financial position which has been main- 
tained unimpaired throughout the last 
three years of generally poor business 
conditions. At current prices the deben- 
tures yield 8.5 per cent to maturity. 


ast year a net work- 

Lorillard ing capital in excess of 
$62 millions, or approximately three 
times the amount of its total funded debt. 
Cash on hand amounted to $13.8 millions 
as against total current liabilities of $1.7 
million and comparing with total funded 
debt of $19.8 millions, the 5 per cent 
debentures due in 1951 making up $10.6 
millions of this amount. Earnings last 
year showed a coverage of 3.72 times for 
fixed charges as compared with 2.82 times 
in the preceding year, and results in the 
eurrent year are expected to closely ap- 
proximate those of 1931. Although the 
management in recent years has concen- 
trated its efforts on the development of 
“Old Golds,’’ which have been estab- 
lished as the fourth largest selling cigar- 
ette in the country, profits from this 
souree are understood to account for only 
about 20 per cent of total income with 
the balance derived from a varied group 
of tobacco products. As a result of 
this diversification of business the com- 
pany is not so largely influenced by the 
trend of consumption and prices in the 
cigarette division as some of its larger 
competitors. Despite the added factor 
of safety provided by the company’s 
strong financial position, in addition to 
the very satisfactory coverage of interest 


requirements, the debenture 5s are cur-_ 


rently quoted at a discount from par to 
yield 5.3 per cent to maturity. The issue 
is non-callable. 


Pillsbury Flour Mills is 


ee one of the largest’ flour 
wud millers in the United 
States. The major part of flour sales is 


made direct to large volume users, dis- 
tribution being facilitated by a compre- 
hensive chain of branch warehouses and. 
sales offices located in about 30 large 
cities throughout the country. Like all 
companies engaged in this type of busi- 
ness, Pillsbury follows the policy of 
hedging all wheat and flour transactions, 
thus virtually eliminating any loss in 
connection with commodity price fluctua- 
tions. Total funded debt amounts to 
$6.7 millions, of which $5.7 millions repre- 
sent the first gold 6s of 1943, the latter 
being secured by a first mortgage on the 
entire property of. the company, and 
also by pledge.of. capital stock of: con- 


as of June 30, 1932, equalled $8.7 millions 
while cash of $2.7 millions was equal to 
almost three times the total of all current 
liabilities. Earnings of the company 
have been relatively stable over a period 
of years, with the exception of the last 
few years of curtailed business activity. 
Despite the recession in earnings the 
company has been able to cover fixed 
charges by a very satisfactory margin, 
2.52 times in the fiseal year ended June 
30, 1932, as compared with 3.7 times in the 
preceding fiscal period. The first mort- 
gage 6s, callable at 105, are currently 
quoted to yield 6.1 per cent to maturity. 


Soecony-Vacuum Corpora- 
tion, representing the mer- 
ger in July, 1931 of 

Standard Oil Company of New York and 
Vacuum Oil Company, is one of the 
largest and strongest units in the oil in- 
dustry. Operations are completely in- 
tegrated and world wide in scope. Bal- 
ance sheet at the close of last year revealed 
a total funded debt of approximately $97 
millions, of which $50 millions were repre- 
sented by the Standard Oil Company of 
New York debenture 44s due in 1951. 
Net working capital at the close of the 
year amounted to $258 millions, while 
eash and marketable securities totalled 
$53 millions as against all current liabili- 
ties of $48.8 millions. Although results 
last year showed a small operating loss, 
actual cash income (before bookkeeping 
charges for depletion, depreciation and 
amortization) amounted to $48.2 millions 
as compared with interest requirements 
of $4.5 millions. The company does not 
make interim reports, but it is reasonable 
to suppose that it has shared in the gen- 
eral improvement witnessed by the indus- 
try in 1932. The debenture 44s, eall- 
able at 101 to 1936, are currently quoted 
to yield a net return of 4.8 per cent. 


Socony- 
Vacuum 


The Investors’ 
Wlatform 


EFORE the investing public 
B ean feel assured of the exis- 
tence of the fullest measures 
for its protection, FinanctaL 
Wortp believes necessary, and it 
insists upon, the adoption of the 
essential reforms outlined in the 
following platform. The more 
insistent that investors are for the 
inauguration of these reforms, the 
more quickly will the day arrive 
when these safeguards will become 
a part of our financial structure: 


I. Public Directors 
II. Independent Audits 
III. Standardized Reports 
IV. Constructive Trading 
Reforms 
V. Independent Protec- 
tive Committees 
VI. Full Publicity on Secur- 
ity Offerings 
A special article has been pre- 
pared concerning the great need 
of these reforms and the power of 
investors to bring about their 


adoption, a copy of which will be 
mailed to any interested investor. 
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Ws OFTEN like to mull over phrases 
to keep ourselves mentally occupied, 
and one most frequently heard now is 
“the capacity to pay.”’ If we could only 
feel that there was a terra firma on which 
we could stand, then it would be possible 
to determine that capacity. But that is 
the trouble. The world is in a ferment 
with the forces of negation holding the 
upper hand. Until affirmative influences 
ean secure control, there remains an 
element of uneertainty in our own 
capacity to pay or that of any one else’s. 


A MUCH sounder appraisement of this 
popular phrase would be our capacity to 
earn, since it is from this souree that 
money is provided for the meeting of 
debts. However, the application of that 
principle foregoes any definite pledges 
of the future but reverses the process 
by paying as you go. Such policy would 
place every one on a cash basis instead of 
a credit one. 


Compranine the number of our unem- 
ployed with that of other countries, 
we appear to be the worst off. Our pro- 
portion of those out of work contrasted 
to the total population is close to 10 per 
cent; next comes Germany, .then follow 
in their respective order, Belgium, Italy 
and France. This picture of our dis- 
located industrial activity provides the 
American people with that desire that 
debts be paid to us, since the other coun- 
tries cannot reasonably claim they are 
poorer or as hard up. 


I> THE New York Stock Exchange can 
do so with new rulings, it expects to take 
the winds from the sails of Congressional 
regulations. Taking its cue from the 
testimony heard at the last session of 
Congressional inquiry revealing certain 
abuses, the Governors now adopt strin- 
gent measures to prevent a repetition 
in the future, thus obviating any outside 
intervention. Although this appears 
as if the Exchange were locking the stable 
door too late, it is better late than never. 


Unoer one new order, members of the 
Exchange are prohibited from giving a 
largess in any form to any persons in a 
position to influence trading by out- 
siders without first obtaining the consent 
of their employers. In this prescribed 
list are included financial writers and 
reporters. A very small number of the 
great many occupied in this profession 
suecumbed to such bribes, but the Ex- 
change endeavors to eliminate even 
those who in the future might be tempted. 


Howsvar well intentioned is this new 
spirit of reform, it is doubtful if it will 
succeed completely. The Exchange is 


not an official organization, but simply a 
sort of club, the members of which bind 
themselves to conform to its regulations. 
It has no punitive powers Over any one 
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but its own 
members. The 
outsider is free 
to do what he 
pleases and he 
need not reveal 
his plans to 
members in the transaction of his busi- 
ness. It is among these outside influences 
having access to the Exchange’s facilities 
that many of the abuses develop. 


Enraze the State of New York or the 
Federal Government must enact some 
law making it a misdemeanor for any 
person to use their influence to encourage 
or abet security transactions in a deceptive 
or dishonest manner. Only through such 
power can we entirely cut out the abuse. 


Coxversarion in public places some- 
times take a curious turn. Recently the 
talk at a dinner table turned to the in- 
ereasing tendency of governments to- 
wards paternalism. Several staid con- 
servatives bitterly declaimed against 
this trend towards socialism when, much 
to the surprise of every one, a well-known 
attorney noted for his corporate practise 
said that it was nothing new nor could it 
be avoided. We will begin to adopt some 
of the ideas of the communist before we 
have finished, he held. 


hs hearers received his utterances with 
amazement but it was quickly tempered 
when he qualified his remarks by the 
general statement that society usually 
absorbs what is good out of even what is 
revolutionary. He pointed to the fact that 
taxation without representation was made 
a dead letter by the Boston tea party. 


Tus attorney’s views were tinged with 
no red sentiments nor were they illogical. 
In our own immediate past, when Bryan 
was running he threw fright into the 
ranks of the conservatives with his 
various reforms even aside from his six- 
teen-to-one standard. Bryan had no 
chance to put into effect government 
regulation of the railroads and further 
regulations against the trust, but they 
were borrowed to the undershirt by 
Theodore Roosevelt. 


Communism itself has proven the 
strongest ally and argument for the main- 
tenance of the capitalistic system, and 
in that sense it has been worth to civiliza- 
tion throughout the world all the suffer- 
ing and bloodshed it has entailed. It had 


demonstrated that without: the incentive - 


of the human being to employ his talents 
to his own profit, none of us can get far. 
Yet with it tied up to capitalism, both 
ean derive good from the other and serve 
further to aid in strengthening the social 
system. 


Since success and security rest on the 
social system, its continuance can remain 


assured- only when its greater interest. 


Bonds 
for Investment 


In our current list of offer- 
ings, private investors and 
financial institutions will find 
bonds suitable for practically 
every investment requirement. 


This list includes bonds di- 
versified as to type, maturity 
and other investment consider- 
ations, and at varying yields. 


Ask for our pamphlet 
“Investment Suggestions” 


Chase Harris Forbes 
Corporation 
The Chase National Bank Building 
60 Cedar Street, New York 


COMMODITIES 


Folder explaining margin require- 
ments, commission charges and 
trading units furnished on request. 
Cash or Margin Accounts 


Inquiries Invited 


SPRINGS & CO. 


*““ BROKERAGE SERVICE SINCE 1898“ 


i New York Stock Exchange 
New Ycrk Cotton Exchange 
Chicago Board of Trade 
and other leading exchanges 


|| 60 Beaver St. NEW YORK 15 W. 47th St. 


| Members 


STOCKS 


carried on conservative margin 


H. F. MeCONNELL & CO. 


(Established 1908) 
Members New York Stock Exchange 
Members New York Curb Exchange 
60 Wall Tower, N. Y. Tel. WHitehall 4-6400 


INVESTMENT HINTS 


Established 1907 
Members New York Stock Exchange 


52 Broadway, New York 


and other valuable information on trading 
methods in our helpful booklet sent on 
request. Ask for K6é. 
100 SHARE OR ODD LOTS 
(HisHoLm & (HAPMAN 


ete 
Brokerage Service 


| Orders for bonds and 
Stocks solicited 


GOODBODY & CO. 


Members New York and Philadelphia Stock 
Exchanges and New York Curb e 


115 Broadway 230 Park Ave. 


New York New York 
Branch Office 
1424 Walnut Street, Philadelphia, Pa. 
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over that of the individual is balanced. 
We do not believe in the dole. Much of 
the criticism against it is sound. Yet do 
we not maintain numerous charities 
which are but indirect doles? Would it 
not be much better if such charities could 
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be so regulated as to form a tax on labor 
and industry? 


Tims at first may sound radical, but 
actually it is not with the world now 
taking care of its unemployed and incap- 
able until it hurts.” 


Weak Yen Depresses Japanese Bonds 


HE recent drop of the Japanese ven 

to a record slightly below the 20 

cent level as compared with a 
parity of 49.85 cents, has caused further 
weakness in Japanese bonds quoted in 
New York. American holders of such 
securities have become alarmed about 
Japan’s ability to maintain service on 
these issues and liquidation has been 
rather heavy in a thin market. 

Approximately $400 millions of Jap- 
anese government, municipal and cor- 
porate bonds are listed in New York and 
in addition Americans have invested 
about $150 millions in private corpora- 
tions in Japan. However, it has been 
estimated that approximately 50 per cent 
of these dollar bonds are held by Japanese 
nationals. 

American trade with Japan for the last 
several years has been quite substantial, 
until 1932 leaving a credit on the Japanese 
side and thereby facilitating interest ser- 
viee on that country’s foreign obligations. 
Exports and imports since 1929 have 
shown the following results: 


Exports Imports 
Year (in thousands of dollars, 000 omitted) 
$259,127 $431,873 
164,570 279,040 
155,668 205,399 
1932 (six months). 76,659 68,671 


The trade between the two countries is 
highly concentrated. Over one-third of 
Japanese exports is represented by raw 
silk with the United States taking about 
95 per cent of the total. The break in the 
American silk market which started in 
1930 is responsible for the sharp reduction 
in import value from Japan. In 1929 the 
United States bought $356 millions of 
raw silk, in 1931 this figure had dropped 
to $162 millions due to the sharp drop in 
prices for silk from average quotations 
for 1929 for double crack extra of $5.07 
per pound to a eurrent price of $1.55 
per pound. 

This break in the silk market and the 
Japanese government’s costly experi- 
ment to stabilize prices for this commod- 
ity are the principal reasons for the dis- 


organization of the country’s agricultural 
economy. It caused a tremendous increase 
in the amount of farm mortgages and was 
the most important factor in bringing 
down the value of the yen, finally forcing 
Japan off the gold standard just a year 


As a result of Japan’s military ventures 
in Manchuria, which have been extremely 
eostly, the budgetary situation is very 
strained. The present budget of 2,239 
million yen includes 820 million yen 
allotted to the army and navy. However, 
this does not include the total cost of 
military expenditures incident to the 
Manchurian campaigns, which are esti- 
mated to involve an outlay of from 300 to 
400 million yen for the current fiscal 
period. 

Such enormous military expenditures, 
which are likely to continue for some time, 
the tremendous mortgage burden of the 
farming population, a depreciated cur- 
renecy and the impossibility of obtaining 
credits abroad have suggested inflation as 
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the easiest way out to meet these financig] 
charges. Such a procedure, however, 
would automatically increase the burden 
of the foreign debts and make mainte. 
nance of interest service more difficult, 
The total amount required for this pur. 
pose is approximately $80 millions per 
annum. This amount can be substantially 
reduced through the application of the 
new Exchange Control Law, which pro. 
vides the authority in an emergency to 
buy in yen foreign as well as Japanese 
external loans owned by Japanese sub- 
jects. It has been estimated that about 
50 per cent of Japan’s external loans are 
held in that country itself, which would 
mean that the above mentioned sum of 
$80 millions for foreign exchange require- 
ments could be reduced by 50 per cent 
and the balance could be paid for in 
national currency. It is assumed that 
Japan would have no difficulties in pro- 
viding this reduced amount of foreign 
exchange for the service on, its foreign 
obligations. Fortunately for that country, 
no bond issues in the United States ma- 
ture during the next decade. 

Whether Japan will maintain service on 
its foreign debts depends upon its ability 
to obtain the necessary foreign exchange, 
As demonstrated by the provisions of the 
Exchange Control Law, Japan will go a 
long way in making sacrifices before 
thinking of default, and ‘‘saving face,” 
which in this case means keeping financial 
obligations, is still a strong factor in 
oriental politics and economics. 


Hoover’s Message—Green or Red Light? 


N ONE of his briefest messages to 
Congress, President Hoover has pointed 

out the road that must be followed by 
that body in its deliberations of the ways 
and means to speed recovery. The first 
approach toward stability can only be 
attained by setting Uncle Sam’s own 
house in order. This ean be done by 
cutting expenses to the bone and as a 
preliminary step there is proposed a plar 
by which they ean be reduced by more 
than $800 millions. In a later recom- 
mendation there is outlined the further 
slicing to a gross amount of around $400 
millions. 

While those savings would reach far in 
bringing the budget within the country’s 
visible income, they alone will not suffice 
to produce a complete remedy for the 
deficit. It must be supplemented by a 
general sales tax whereby additional in- 


Electric Bond and 
Share Company 


Two Rector Street 


New York 


come can ,be produced without adding 
to the country’s burdensome taxes on 
incomes, for they are no longer in posi- 
tion to carry further imposts. A general 
sales tax on all sales except foodstuffs 
and cheap wearing apparel would be the 
most scientific levy that could be devised 
and would not be felt since it is based 
on the pay-as-you-go plan. 

The President also urges reforms in 
the banking laws, holding that their 
defects permitted the general collapse 
during the financial crisis, whereas in 
Canada and Great Britain, both of which 
have felt the depression severely, ex- 
perienced no similar breakdown in their 
banking systems. Without mentioning 
the debt question, the President touches 
upon the need of closer cooperation with 
other nations in working out the world’s 
critical economic situation. Progress 
towards recovery has already been made, 
as is shown in the statistical figures in- 
cluded in the message, and that lays the 
vround work for further substantial 
improvement. The President can only 
point out the road; it is for Congress to 
choose whether it will consent to travel it. 

The road President Hoover has chosen 
is marked with a green light, indicating 
that it is the path to safety and security. 
Any other lane Congress chooses to follow 
is intersected with red lights, indieating 
uncertainties and pitfalls. That is the 
last message the President may submit to 
Congress, aside from what he may wish 
to say later on the debt question, and 
the country as a whole earnestly hopes 
that this reealcitrant hody which has done 
so much to block his efforts to pass con- 
structive legislation will submerge its 
spleen and carry out his non partisan 
program. The grave national interests 
demand that it does. 
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Board Room Brevities 


Or Gossip a Customers’ Man Hears 


Heavy losses reported as ‘‘advances to the president” in the Davison Chemical 
report were followed last week by the announcement that Henry E. Triede had been 
elected president to sueceed C. Wilbur Miller. . . . There are only six bucket shops 
operating now against 150 in 1929 and that’s six too many. . . . Macy’s gives each 
married employee a turkey for Thanksgiving, having no choice in the matter for the 
old Straus last will and testament tells them to. . . . Austria, Hungary and Italy 
are getting together on a trade alliance while we think generous handling of debts 
will restore our foreign trade. . . . Gillette will not be outdone by General Electric 
and you can expect a new product to come out shortly. . . . Those big downtowners 
who used to have three seats at opening nights (one for wraps) are now buying only 
two. . . . Checks issued by the State of Texas are bouncing back with a slip at- 
tached, ‘‘ Not good until taxes are collected.” . . . The Roxy Theatre receivers are 
up against a tough one—if they continue operating the loss is only $2,500 a week and 
if they close down it amounts to $4,000 weekly. . . . Stewart Warner has just lost a 
suit requiring them to pay a royalty of 334 cents on each speedometer manufactured 
for Ford cars since 1924. . . . That recent selling in General Foods took its cue 
from liquidation from the account of a prominent broker’s wife who had hurriedly to 
raise funds to continue her charitable work. . . . 


Wauen Mike Meehan, “Al”’ Scheffmeyer and Johnny Edgerton, floor members, 
captured that golf club burglar going through their clothes, the other member of the 
foursome inquired if it might not be an old customer trying to get a new start... . 
An order for 3 million pounds of steel has been placed by Auburn prison to manufac- 
ture automobile license plates—well that’s some business that the motor trade turns 
over to the steels. . . . Have you noticed the camouflaged cigarette packages—the 
tinfoil only runs far enough down as you can see. . . . The radio industry offered 
Al Smith the job as ezar, but at $10,000 per you cannot expect a real czar even in 
these days. . . . Standard Oil is fighting the increase in power by radio stations, 
claiming that it would interfere with their point-to-point stations here and in Bolivia. 

. The House of Representatives’ restaurant had six different kinds of duck on the 
menu for opening day just to poke fun at the “‘lame-duckers”’ in an old congressional 
custom. . . . That motion for a receiver against Associated Gas with its billion in 
assets was filed by a stockholder with only $200 worth of stock. . . . While the 
newspapers were panning that ‘‘dumb” skywriter that spelled out the name “ Loft”’ 
in the clouds upside down, they were giving more free space than the skywriting 
cost. . . . The Rockefellers are getting 100,000 shares of Radio preferred A in the 
Radio City deal, which stock carries ten votes to one for the common... . 


"ha $2 billion bonus advocate Patman is going to demand a Congressional in- 
vestigation of the Treasury department under Andy Mellon. . . .Woolworth’s 
main pain-in-the-earnings has been rainy Saturdays, which you will hear about in a 
very detailed report this year. . . . Russia neglected to trade with us for 33 years 
after the Declaration of Independence because of our pernicious doctrines and class 
equality—now we are getting back at them. ... Warners are having trouble 
shooting that big special of theirs, ‘‘Grand Central Airport’? because in stressing 
the perils of flying the airports will not lend their services. . . . The trading frater- 
nity is looking eagerly ahead to March 4 before looking at the world through Roosevelt 
colored glasses. ... Traffic accidents cost us $3 billions last year. . . . When 
Clarence Mackay tried not to pay $264,940 to the naval architect that built a yacht 
for him that could do no better than 15 miles per hour, the boatbuilder offered to 
build another, which was not what Clarence desired, with the Mrs., former Anna 
Case, going back to the concert stage. . . . Because Harry Cohn of Columbia is seen 
frequenting with Paramount officials who must report a $15 million deficit, is no sure 
sign of a welding process but the recently expurgated Sam Katz may be Gem-o-the- 
motioning there soon. ... 


Even the George Washington Bicentennial shows a loss in this year of deficits but 
presented President Hoover with the first platinum medal minted, enough metal for 
120 wedding rings. . . . War-time President of France Poincaré has accepted a 
pension of $8,000 per because he is too poor to live without it, says he... . New 
York Central has filed plans for its $2.5 million freight terminal on the lower west 
side of New York. . . . Postal receipts are off 2.7 per cent in spite of the higher 
toll. . . . Ulen & Co. have filed claim against the Greek government for 70 million 
drachmas for reclamation work, but they are likely to get the same answer your 
government gets on its post-war loans. . . . Prexy Erskine of Studebaker carries a 
cigar in his mouth the greater part of the time, but never smokes. . . . As a warning 
to questionable security dealers, they had better know that a weekly list of ‘sequence 
ealls’’ is prepared by the phone company for the State Attorney’s office. . . . The 
kick was taken out of that hole-in-one made by Vice-Prexy Phil Becker of American 
Chicle when he ceremoniously stooped down to take the ball out of the cup and found 
a discarded Wrigley wrapper sticking to it. 
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Odd Lots 


Prudent investors safeguard 
their holdings by buying Odd 
Lots. It gives them that 
greater margin of safety ob- 
tained by diversifying pur- 
chases. 


For safety, you too should 
counterbalance your holdings 
by buying Odd Lots. 


Our booklet “Odd Lot Trad- 
ing” fully explains the feat- 
ures of this method of 
investing. 


Ask for F, W. 555 


100 Share Lots 
John Muir&. 


New York Stock Exchange 
39 Broadway New York 
Branch Office—11 West 42nd St. 


Rally to Ne 
Highs, Ahead? 


Send for our latest 
**Stock Market Outlook’’ 


free. 


AMERICAN SECURITIES SERVICE 
Suite 3102, Fifty Broadway, New York 


$1,000 is the Reward 
of saving regularly $10.00 a month for 
84 months, which with dividends of 5% 


compounded quarterly, gives you $1,000. 
ert for booklet Pw’ 


ERIA BUILDING LOAN AND 


195 Broadway Fulten St=16 162 West Broadway, N.Y.C. 
Resources over $10, "000, 000.00 


What’s Ahead 
for 1933? 


What opportunities to capitalize? 
What pitfalls to avoid? 
What investments for Recovery? 


ome UNITED OPINION Forecast for 
1933 answers 16 vital Business es- 
tions that will jhelp tremendously in ding 
business and investment profit. 


15 Stocks for Profit 


ITH the Forecast we include list 

of 15 stocks selected by our staff 

as offering the best profit opportunities 
‘or the recovery 


Get the Facts—FREE! 


HAT you m ay test the ey of 
UNITED OPINION forecasts for yourself, 
we will send you the Annual Forecast and 
the list of 15 Profit-Making Stocks without 
charge or obligation. 
Send for Bulletin FW-16 FREE! 


(Please print name and address) 


United Business Service 


210 Newbury St. Boston, Mass. 
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Dividends Declared 


Regular 
Pe- Pay- Hidrs. of 
Company Rate riod ab! Record 
& | .. Dee. 31 Dee. 21 
Q Jan. 3 Dec. 9 
Alpha 7% pe. Q Dec. 15 Dec. 1 
5 Q Jan. 3 Dec. 16 
Alum Co. of Am, pf............. “7 Q Jan. 1 Dec. 15 
Am. To --$150 Q Jan. 3 Dec. 10 
Babcock & Wilcox.............. 50c .. Jan. 2 Dee. 20 
Blumenthal we & Co pf. .$1.75 Q Jan. 2 Dec. 15 
Briggs & Stratton.............. 2c Q Jan. 3 Dec. 21 
15ec Q Jan. 2 Dec. 15 
50c Q Jan. 2 Dec. 15 
25c Q Dec. 30 Dee. 14 
Curtis Publish. pf. . ..$1.75 Q Jan. 2 Dec. 20 
Dominion Stores, Ltd........... 30c Q Jan. 1 Dec. 15 
50ec Q Jan. 2 Dec. 3 
$1.25 Q Jan. 3 Dec. 15 
NS ere $1.75 Q Jan. 3 Dee. 15 
Filene’s Q Dec. 31 Dec. 21 
$1.62 Q Jan. 3 Dec. 21 
Fourth 55c .. Jan. 1. Dec. 16 
Gen. Am. Tank Car............ 50c .. Jan. 1 Dee. 15 
General Q Jan. 25 Dec. 16 
Do (special stock)............ 15c Q Jan. 25 Dec. 16 
General Mills, pf............. $1.50 Q Jan. 2 Dec. 14 
$1.75 g Jan. 3 Dec. 16 
Granite City Stl................ 25c . 29 Dee. 15 
25c Q Jan. 1 Dec. 12 
2c Q Jan. 2 Dee. 15 
Hazel Atlas Glass.............. 75c Q Jan. 3 Dec. 15 
Helme (G. W.) Co............ $1.25 Q Jan. 2 Dec. 10 
$1.75 Q Jan. 2 Dec. 10 
Here g Dec. 24 Dec. 13 
Hersh Creamery, pf........... $3.50 Jan. 3 Dec. 15 
Holland Furnace, pf.......... $3.50 S Jan. 1 Dee. 15 
Hygrade Sylvania.............. 50ec Q Jan. 3 Dec. 10 
$1.62 Q Jan. 3 Dec. 10 
Int. Business Mach........... $1.50 Q Jan. 10 Dec. 22 
$1 Q Jan. 1 Dec. 14 
40c Q Jan. 3 Dec. 6 
Johns-Manville, ‘pf $1.75 Q Jan. 3 Dee. 15 
Lessing's, 25e Q Dec. 31 Dec. 10 
75c Q Dec. 31 Dec. 14 
Lorilard 30e Q Jan. 3 Dec. 15 
$1.75 Q Jan. 3 Dec. 15 
50c Q Jan. 3 Dec. 8 
Mapes Cons. Mfg.............. 75c Q Jan. 1 Dee. 15 
Midland Stl. p, 8%............-- $2 Q Jan. 1 Dec. 20 
Natl. Refining, $2 Q Jan. 1 Dec. 15 
No. Am. Creameries, A......... 35c Q Jan. 1 Des. 15 
N. Y. Steam, $6 pf........... $1.50 Q Jan. 2 Dee. 15 
a. $1.75 Q Jan. 2 Dec. 15 
Omnibus Corp., pf.............. $2 Q Jan. 3 Dee. 15 
Pee. Tel: & Tel.. pf..........: $1.50 Q Jan. 16 Dee. 31 
$1.75 Q Dec. 31 Dec. 20 
25c Q Jan. 3 Dec. 22 
) 75c Q Jan. 2 Dec. 17 
75¢ Q Jan. 2 Dec. 17 
25c Q Dee. 15 Dec. 1 
“> Porto Rico Sugar........... 40¢ Q Jan. 2 Dec. 10 
$2 Q Jan. 2 Dec. 10 
$1.50 Jan. 3 Dec. 15 
Off of Kg... Jan. 1 Dee. 15 
Third Nat. Invest.............. 45c .. Jan. 1 Dec. 16 
United Dyewood, pf.......... $1.75 Jan. 3 Dec. 15 
50c Feb. 1 Jan. 20 
$2 Jan. 2 Dec. 19 
ween Oil & Snowdrift......... 25c 3 Dec, 15 
Accumulated 
Sec. Nat. Inv., $5 pf.......... $1.15 .. Jan. 1 Dec. 16 
Extra 
25c Jan, 2 Dec, 14 
Hazel Atlas Glass.............. 25c .. Jan. 3 Dec. 15 
$2... Jan. 2 Dec. 10 
Omitted _ 
Assoc. Gas & Elec., $6.50... ... O35 tee ........ 
$2.50 S Dec. 15 ....... 
Inter Business Mach........... 5% Stk. Jan. 10 ....... 
$1 Ex. Dec. 31 ....... 
Reduced 
Am. Power & Light, $6 cum. pf..75c .. Jan. 3 Dec. 16 
Do $5 cum pf 6244c .. Jan. 3 Dec. 16 
Amer. Water Works............ 25c Q Feb. 1 Jan. 6 
25c Q Feb. 1 Jan. 6 
Elec. Pw. & Lt., $6 pf.......... 50c .. Jan. 3 Dec. 17 
581-3c .. Jan. 3 Dee. 1 
Q Jan. 16 Dec, 30 
Lehigh ‘Cement, 7% pf...8744c .. Jan. 3 Dec, 14 
Loudon Packing................ 25e .. Jan. 2 Dee. 15 
Resumed 
25e .. Dec. 20 Dec. 10 
Stock 
Ser Se 2% Q Jan. 2 Dec. 23 
Manhattan Co......../...... .. Dec. 15° Dee. 8 
Deferred 
Bar. $3 8 Dec. 25 ....... 
Correction 


Despite the fact that dividends 2 greek in this column are 
obtained from a reliable agency, the statement in last week’s 
issue that Alabama Power 7 per cent preferred had omitted 
is incorrect. The company has declared 


payment of $1.75 ble Jani 2,1 


A New Basis 


PART Ill 


for Selecting Stocks 


By GEORGE 


years, and in fact of every severe 

business depression, has demon- 
strated that there are certain types of 
securities which are greatly affected by 
conditions which prevail in the down- 
ward movements of the business cycle, 
while others are relatively unaffected, or 
affected in much smaller degree. It is of 
the utmost importance that the investor 
be able to recognize these different types 
of securities, because in most instances 
their record in the decline will have in the 
recovery a counterpart which is at least 
partially predictable. This is true of 
bonds and preferred stocks as well as 
equity shares, but the emphasis in this 
series of articles is placed upon common 
stocks. All stocks are divided into five 
groups—promotional, long term trend, 
business cycle, stable income, and pyra- 
mided—according to principles described 
in the first two articles in this series. 


Te experience of the past three 


How the Groups Reacted 


The tabulation on the lopposite page 
shows by numerous examples of individual 
stocks how differently the companies in 
four of the five groups have reacted to de- 
velopments in the sharp downward trend 
of the business cycle since 1929. A study 
of the record of the stocks in the various 
groups in the tabulation will show the 
practical value of our theory of classifica- 
tion to the stock investor. It may be 
objected that these groupings are made 
purely on the basis of hindsight, but this 
criticism would not appear to be war- 
ranted since at least nine out of every ten 
stocks would doubtless have been placed, 
by a qualified analyst, in the same groups 
as those to which they are now allocated, 
if the groupings had been made four years 
ago instead of today. Allowance must 
always be made for changes in the charac- 
ter of a company and its stock, but by 
far the greater number of stocks (of 
companies which survive) will remain in 
the same general classifications indefi- 
nitely. 

A word of explanation is due in regard 
to the absence of examples of group (1) 
and the first half of group (2) from the 
tabulation. No promotional stocks are 
given because practically all companies 
in this category are known to only a very 
small section of the investing public 
since, during a severe depression, the 
possibilities in stock selling schemes are 
decidedly limited, and new promotions 
(which are very few in the aggregate in 
comparison with boom times) are carried 
on largely with private capital. Suffice 
it to say that depressions deal a severe 
blow to companies in the promotion stage, 
and sound the death knell for many. 
The sad experience of many investment 
trust and real estate promotions started 
in 1929 may be recalled in this connection. 

Examples of companies representing 
industries in a long term upward trend 
are not presented for several reasons. 
Here again, many of the companies in. 


H. Dimon 


these fields are little known to the genera} 
public. However, it may be mentioned 
that several independent manufacturers 
of oil furnaces and oil heating equipment 
(mostly privately owned) have shown 
good profits in the face of the depression 
because of the strong trend away from 
coal furnaces to those of the oil burning 
type. A more important reason for the 
lack of examples in this group is to be 
found in the fact that most of the leading 
units manufacturing electrical refrigera- 
tors, air conditioning equipment, oil 
burners and other items which have 
maintained an upward trend in spite of 
the depression, are divisions of large cor- 
porations whose other activities have 
suffered greatly because of adverse 
economic conditions. For instance, the 
up-trend in refrigerator sales has contrib- 
uted very substantially to the income of 
General Electric since 1929, but since the 
earnings of other divisions of this huge 
corporation have dropped off very sharply 
the company must be placed in group (3) 
with the other concerns whose net incomes 
fluctuate widely with the changes in the 
business cycle. 


The Stable Income Stocks 


Examining the record of the four 
groups as presented in the tabulation, 
we find that the stable income stocks in 
group (4) stand out in contrast to those 
in the other classifications in respect to 
both market action and dividend dis- 
bursements. In order to obtain a measure 
of the fluctuation in the market prices 
of the various stocks from the height of 
the boom in 1929 to the depth of the 
depression in 1932, the 1929 high price 
for each issue has been divided by the 
1932 low price, and the resultant ratio 
figures placed in the last column to the 
right in the tabulation. The highest 
average ratio, 135.7, is shown for the 
pyramided stocks, representing holding 
companies or operating companies whose 
top-heavy bond’ and preferred stock 
capitalizations provide a very heavy 
leverage factor. The rate of leverage for 
a holding company depends upon its 
capital structure and also upon the capi- 
tal structures of the companies which it 
controls. Some holding company groups 
have well balanced capitalizations and 
show relatively small fluctuations in 
earnings per share of common stock. 
Others like Alleghany Corporation, are 
very heavily pyramided, in view of the 
large amounts of bonds and preferred 
stocks outstanding which have a claim to 
assets and earnings ranking prior to that 
of the holding company’s equity stock. 
Shares of companies of this type show the 
widest market fluctuations in the variour 
phases of the business cycle. 

Following the pyramided stocks, those 
of companies in a long term down trend 
show the next highest ratio of market 
fluctuation 31.2. It is, of course, only 
natural that a long term down trend in a 
company’s earnings should be accelerated 
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by the effects of a general business de- 
pression, and that the stocks of such 
companies should show severe deprecia- 
tion in a bear market. 

The business cycle stocks show ratios 
of market fluctuation ranging from 7.7 
to 58.2 and an average ratio ef 25.3. 
This is a high ratio, and most of these 
stocks are now selling at drastically de- 
flated prices not far above their 1932 lows. 
The average ratio is only a little lower 
than that of the stocks in group (2)— 
Long Term Downward Trend—but the 
prospects for sustained recovery in market 
price in the recovery phase of the business 
eycle are much clearer for the business 
eycle stocks. The latter represent com- 
panies suffering not from adverse funda- 
mental trends in their industries, but 
from the effects of the general contraction 
jn business activity. 

The record of the stocks in group (4) 
demonstrates the superiority of shares 
of companies in the stable income category 
in respect to both dividend maintenance 
and market stability. It is apparent that 
no common stock is “‘depression proof” 
in the sense that it will not be subject to 
substantial market depreciation in a 
severe depression, but the extent of the 
decline in the stable income stocks has 
been relatively very small, the average 
ratio of fluctuation for group (4) in the 
tabulation being only 3.3. Dividend 
reductions in the group have been rela- 
tively very small, and several companies 
have actually increased disbursements 


since 1929. In this connection, American 


. Tobacco deserves special comment. Earn- 


ings of this company in 1931 were sub- 
stantially above 1929. This company 
was in an uninterrupted long. term up- 
trend in the years 1923 to 1931, inclusive, 
the rate of growth of earnings being es- 
pecially rapid in 1928, 1929 and 1930. 
The company reported record high earn- 
ings in 1931; for 1932 there may be a 
moderate decline. Future results may 
show this to be only a temporary break 
in the long term upward trend, due to the 
depression influences. In that case, the 
stock should be classed in group (2), 
Long Term Upward Trend. However, 
the current indications are that the stock 
will belong in the stable income group 
rather than the trend group in the future. 

Aside from American Tobacco, indi- 
cated 1932 earnings have caused prac- 
tically no changes in the classifications. 
With few exceptions, the companies in 
groups (2—Down), (8) and (5) will show 
smaller earnings or larger deficits for 
1932 than for 1931. Many of the com- 
panies in group (4) will show some decline 
in earnings from 1931 levels, but not of 
sufficiently large proportions to warrant 
their removal from the stable income 
group. 

Many of the applications of this theory 
of stock selection to the formulation of a 
definite stock investment program for the 
individual are implicit in the material 
which has been presented in this series of 
articles. An exhaustive discussion of the 


STATISTICAL RECORD OF THE VARIOUS CLASSIFICATIONS 


Showing Effects of the Business Cycle Upon Stocks in the Various Classifications. 


As to stocks in Group (1)—Promotional, and first half of Group (2)—-Long Term Upward Trend, 


see comments in article. 


COMMON STOCK STATISTICS Ratio 
(2) LONG TERM TREND—DOWN High to 
Earnings Per Share Dividend Rate 1929 1932 1932 
Company 1929 1931 1929 Current High Low Low) 
Amer. Car & Foundry...... f$5.44 fD$7.80 $6.00 ....... % 3% 34.1 
Associated Dry Goods...... £3.41 £D1.22 70% 3 23.6 
Baldwin Locomotive....... 1.07 D6.55 67% 2 33.9 
Lehigh Valley Coal........ 0.40 32 1 32 
Pittsburgh Coal........... D5.21 83 % 3 27.9 
St. Louis Pub. Service... ... 1.58 24 48 
Average ratio for group—31.2 
(3) BUSINESS CYCLE STOCKS 
Amor. Radiator. 2.02 DOGS 55 3% 17.9 
Anaconda Copper......... 7.83 174 3 58.2 
Bendix Aviation........... 3.65 0.74 rrr ere 104 4% 23.2 
SS Ee ree 4.94 0.33 3.00 1.00 135 5 27 
General Motors........... 5.49 2.01 3.30 1.00 91% y 4 12.4 
Goodyear T. & BR. 9.34 D2.83 154 5 28.1 
Ingersoll-Rand...........-. 10.50 D0.32 7.00 2.00 223 14 15.1 
1. D1.00 2.50 1.20 142 10 13.7 
Montgomery Ward......... 2.60 a! 156 % 3 3 44.8 
Remington Rand.......... £3.51 £D3.32 FF ae 57 1 57.7 
TexasCorp.....-......... 490 D101 3.00 1.00 71% 7:7 
United 4.52 162 6 3 24.9 
21.19 D1.48 261 21 12.3 
Westinghouse E.&M...... 10.15 D1.28 292 15% 18.7 
Average ratio for group—25.3 
(4) STABLE INCOME 
American Chicle........... 4.19 4.28 2.00 3.00 81% 18 4.5 
American Snuff............ 4.25 3.81 2.75 3.25 49 21% 2.2 
American Tobacco......... .76 9.07 5.00 6.00 al27 40% 3.1 
£3.35 2.624% 3.00 51% 23 2.2 
Edison Elec. Ill. Boston 13.59 13.65 12.80 13.60 119 3.7 
General Foods............. 3.68 3.34 3.00 2.00 77% 19% 3.9 
£4.83 £3.93 3.50 3.00 89% 28 3.2 
Great A. & P. Tea.......... £11.77 £13.40 4.50 7.00 103 \% 4.8 
Hershey Chocolate......... 7.65 6.00 143% 43% 3.3 
Reynolds Tobacco......... 3.22 3.64 2.55 3.00 66 26% 2.5 
Average ratio for group— 3.3 
(5) PYRAMIDED 
Alleghany Corp........... b 56 150.6 
American Superpower... ... c2.32 71 1, 63.3 
Electric Bond & Share...... d1.86 d1.15 6% stk 6% stk 189 di% 113.6 
Pennroad Corp............ b ‘30 1 30. 
St. Louis-San 11.88 D9.48 8.00 ok 133 % js 214.0 
United Founders........... b 1.30 5.7% instock ...... 76 S/yg «243.2 


Average ratio for group—135.7 


D Deficit per share of common after deduction of all prior hem a 1930. b Organized in'1929. 


c 1928. d Equivalent for old stock before 1-for-3 ‘‘reverse sp 
1932 low price. f Fiscal years ending in 1930 or 1932. 


e 1929 high price divided by 
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“HEALTH 
PREFERRED” 


To lose your health would be a greater 
calamity to you than to lose all your 
money. Keep your health. Never was it 
more important to you. It will pay you 
dividends regardless of financial markets. 

For authentic information on what to do 
and what not to do to keep well, read 


HYGEIA 
The Health Magazine 


Published for the layman by the Amer- 
ican Medical Association, HYGEIA 
speaks with authority on health matters 
that concern you directly. It gives 
helpful information on the various phases 
of health that affect your family, such as 
diet, foods, exercise, recreation, sleep, 
relaxation, how to avoid illness, ete. 
While its contributors are experts in the 
medical field, it is entertainingly written 
in non-technical language. 

Get acquainted with HYGEIA now. 
You will find it a good investment in 
health! 


Send $1 for an Introductory 
6 Months of HYGEIA 


AMERICAN MEDICAL ASSOCIATION 
535 North Dearborn Street, Chicago, Ill. 
Enclosed is $1 for an introductory 6 months’ 


subscription to HYGEIA, The Health Maga- 
zine. F.W. 12-14 


In 1933? 
Send for FREE Bulletin FWD-10 


American Institute of Finance 
260 Tremont Street, Boston, Mass. 


“Can I Make Money 


—on a limited amount of Capital ?” 
A few hundred dollars buys 10 shares of some of the 
best stocks at today’s low prices. Our weekly bulle- 
tin “* Market Action” is for traders. “Investment 
Outlook” is for long-swing investors. Send for 
sample copy without cost or obligation. 


WETSEL State Biden 


ODD LOTS 


(10-20-50 Shares, etc.) 
ORDERS EXECUTED IN ODD LOTS 
AND 100 SHARE LOTS SECURING 
DIVERSIFIED INVESTMENTS. 


Private Wires Direct To All Markets 


JAMES E. BENNETT & CO. 


Members: New York Stock Chicago 
Board of Trade— All Principal Markets 
STOCKS - BONDS - COTTON - SUGAR-RUBBER- GRAIN 
Complete Brokerage Service 
332 So. LaSalle St. Telephone Wabash 2740 
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“Rock 
Island 


\ / 


Morning and evening 
trains from Chicage 
—10:30a.m.—8:45 
p- m. to the sunny 
resorts and ranches 
of the Southwest. 


GOLDEN 


STATE 
LIMITED 


APACHE 
t ARIZONA 
CALIFORNIA 


Via The Route of Unparalieled Charm 
from Chicago or St. Louis 


Rock Island-Southern Pacific 
No Extra Fare 


Fastest to Phoenix. First in 
low altitude comfort to San 
Diego-Coronado, Los Angeles, 
Santa Barbara. And the only 
through service to El Paso- 
Juarez, Tucson, Chandler, 
Palm Springs, Agua Caliente. 


Round trip only 25% higher 
than the one way fare—every 
day to Dec. 22. Return limit 
Jan. 25, 1933. Passengers 
may buy sleeping car space. 
For detailed information, write 
P. W. JOHNSTON 
General Agent Pass’r Department 
Rock Island Lines, Rooms ee 
500 Fifth Ave., New York, N 
Phones LOngacre,5-7071 and 5-072 


ROAD OF UNUSUAL SERVICE 


| 


EVENING 
CLOTHES 


Made to order. 
Finest imported 
cloths used ex- 
clusively. Finest 
silk linings. Hand 

tailored throughout. 


Drastically 
Reduced 
1932 Prices 


Sbhotland & 


Men’s Tailors 
15 West 4Sth Street, New York 
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applications is unfortunately not feasible, 
due to space limitations, but a brief out- 
line of the fundamental principles alone 
should be of considerable aid to the stock 
investor in determining his investment 
position. 

One bit of advice which is often pre- 
sented as a Wall Street axiom is to ‘‘ buy 
the stocks which show the greatest re- 
sistance in a bear market—they will prob- 
ably lead the next rise.’’ While this rule 
has certain elements of truth, it has many 
implications which are absolutely errone- 
ous. The stocks which refuse to give 
up much ground in a long bear market are 
almost without exception the stable in- 
come stocks. These stocks are excellent 
issues to purchase for income purposes, 
and they will doubtless participate in the 
next broad advance. But their gains in 
percentages from present market prices will 
be very much smaller than those of the 
Jundamentally sound business cycle and 
pyramided stocks, which have suffered a 
much more severe market depreciation 
since 1929. 

Business cycle and pyramided stocks 
naturally involve a considerably higher 
degree of speculative risk than stable 


The Locomotive Companies 


HE action of directors of the Amer- 

ican Locomotive Company in sus- 

pending dividends on the 7 per cent 
cumulative preferred stock, after an un- 
broken record of payments of 31 years 
dating from the organization of the com- 
pany in 1901, is indicative not only of the 
current lack of business in this industry 
but also of the poor earnings prospects 
for the next few years. In spite of the 
fact that, in the years 1925-1931 inclusive, 
American Locomotive paid out in pre- 
ferred and common divilends about $30 
millions more than the earnings of those 
years, the company’s balance sheet as of 
December 31, 1931, showed holdings of 
cash and marketable securities amounting 
to about $15 millions, and current liabili- 
ties of only $1.8 million. However, since 
the company will probably show a deficit 
of four to five million dollars for 1932, and 
is practically certain to show a loss for 
1933, even if there is moderate improve- 
ment in general business conditions, the 
suspension of preferred dividend pay- 
ments is not surprising. The wisdom of 
the management in keeping the large war- 
time and post-war profits largely in liquid 
form has been amply demonstrated, but 
the surplus funds are not inexhaustible, 
and the directors decided that the time 
had come to call a halt to the depletion of 
liquid capital through the payment of 
unearned dividends. 


Baldwin's Problems 


Although Baldwin Locomotive has cash 
and securities of around $11 millions and 
relatively small current liabilities (if the 
notes maturing March 1, 1933, are ex- 
cluded), this company suspended dividend 
payments on its preferred stock over a 
year ago. Baldwin showed a. net deficit 
of $4.1 millions for 1931, and will appar- 
ently show a somewhat larger deficit for 
the current year. It appears likely that 
the holders of the $12 millions 544 per cent 
notes which mature next March will be 
asked to accept a part extension or ex- 


income stocks. The stock purchaser 
who feels able to assume the larger risks 
and who has substantial eventual capita) 
appreciation as his goal with income re. 
turn a secondary or negligible motive 
should’ purchase good stocks in Group 
(3), and in cases where the assumption 
of very large speculative risks is way. 
ranted, in Group (5), rather than the less 
speculative stocks in Group (4). How. 
ever, one very important qualification 
must be emphasized. Only companies 
in satisfactory financial position should be 
selected. Companies whose balance sheets 
disclose a weak working capital position 
or large maturities of funded obligations 
in the near future should be avoided, as q 
rule, since in these cases, there is a danger 
of a recapitalization, before genera) 
prosperity is restored, which might im- 
pair or totally destroy the equity of the 
common stock holder. 

The stock investors who wish income 
return and those who desire to assume 
only moderate risks should limit their 
commitments mainly to the stable in- 
come stocks. And in every case, the 
fundamental rule of diversification as to 
industry should be observed. 


change for new securities, since the 
company’s liquid resources, although 
large, do not cover the principal amount 
of the maturing notes. 

Lima Locomotive Works, Inc., has com- 
paratively small overhead, and will prob- 
ably show a materially smaller deficit for 
1932 than the two larger companies, but 
the indications are that this concern will 
show a loss of about $2 millions for 1932, 
which compares with a deficit of $1.4 
million for 1931. In view of the rela- 
tively small plant investment and the 
absence of senior securities (the common 
stock constitutes the entire capitaliza- 
tion), Lima has been able to show good 
earnings per share on the equity issue on 
a small volume of business in past years. 
New business has apparently been almost 
totally lacking in 1932. 


Diversification of Production 


All of these companies have attempted 
to obtain a greater stability of earnings 
by branching out into other fields through 
subsidiaries. So far this policy of diversi- 
fication through the entry of these sub- 
sidiaries into the fields of oil refining 
equipment, Diesel engines, steam shovels, 
power cranes, etc., has done very little 
toward reducing deficits, and in certain 
instances it has probably increased them. 
These manufacturing businesses are also 
subject to wide cyclical changes in 
volume. When general business condi- 
tions improve, they may come back more 
quickly than the locomotive manufac- 
turing business, but the current indica- 
tions are that the three locomotive com- 
panies will continue to be mainly de- 
pendent upon revival in their major 
field of activity for the realization of 
satisfactory profits. 

At the present time, there does not 
appear to be any likelihood of any revival 
of substantial proportions in the locomo- 
tive manufacturing business until a 
solution is worked out for many pressing 
problems in the railroad field, and the 
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eredit of the American railroads as a 
whole reestablished in the security mar- 
kets. Under present conditions, only a 
few railroads could sel] equipment trust 
securities on a satisfactory basis, and 
some could not obtain public financing 
on any basis. Even if equipment trust 
certificates could be sold, most railroads 
would not be interested, since the manage- 
ments are, in most instances, wisely re- 
fraining from accumulating any more 
debt for their companies than is abso- 
lutely necessary. The Railroad Equip- 
ment Financing Corporation, recently 
formed to facilitate financing of equip- 
ment purchases by railroad companies, 
has done little or no business for this 
reason. 


A large number of locomotives are now 
in storage and their services will not be 
required until there is a substantial up- 
turn in freight traffic. Many of these 
locomotives could be made ready for 
service by the expenditure of modest 
sums. To be sure, almost half of the 
locomotives in service and in storage in 
this country are over 20 years old and 
consequently are far below the standards 
of efficiency in operation of the late 
models. When the railroads again feel 
that it is safe to borrow, a fair amount of 
replacement business will probably be 
forthcoming, since the investment would 
pay large returns in improved operating 
performance. Considerable time will 
probably pass before this materializes. 

The impressive increase in efficiency of 
the newer types of locomotives is in itself 
a long term factor which tends to restrict 
the market for new power. 
locomotives in service on the Class I 
railroads were in the aggregate 5 per 
eent fewer than 1911 and 15 per cent 
below the number in service in the peak 
year 1924. In spite of this fact, the total 
steam locomotive tractive power was 57 
per cent above 1911 in 1931. Increased 
efficiency of train and ear handling has 


In 1931,” 


to your own advantage. 


Accelerate Its Growth.”’ 


CHRYSLER BUILDING 


HE only firm foundation of Investment Manage- 
ment capable of safeguarding capital and making it 
grow is a dependable knowledge of 


WHEN to BUY and SELL 


Wetsel factors give that knowledge in a manner superior 
to any method ever before known. 

Many of the forces which affect market prices change 
from mysteries to definite forecasting factors in the 
light of that knowledge. You can find out for yourself 
how the complexities of market action can be explained 
rationally and applied in a simple and practical way 


Send for pamphlet ‘‘How To Protect Your Capital and 


A. W. Wetsel Advisory Service, Inc. 


Investment Counsellors 


Please send me, without obligation, your analytical article, ‘How To Protect Your 
Capital and Accelerate Its Growth . . . Through Trading.” 


NEW YORK 


rT ” 
also reduced the number of locomotives - Low Priced Stocks a Buy? TT 


necessary to haul the country’s freight. 

The three locomotive manufacturing 
companies will apparently enter 1933 
with no orders for steam locomotives on 
their books. Business in 1933, and 
possibly in subsequent years, will consist 
mainly of manufacture of replacement 
parts and a few new electric and oil-elec- 
tric locomotives and cars. 


WEEKLY RECORD OF EARNINGS 


1932 1931 
Net Earnings Per Share Net Earnings Per Share 


12 MONTHS ENDED OCTOBER 31: 


Duquesne Light Company............. $12,306,078 p$44.75 $14,803,227 * p$53.83 
Engineers Public Service.............. 4,554,291 1.17 6,273,732 2.07 
Firestone Tire & Rubber.............. 5,151,978 1.07 6,028,631 1.25 
Louisville Gas & Electric.............. 3,091 ,62 3,757,483 
Northern States Power of Del.......... 7 582,394 . 8,937,795 
Philadelphia Company................ 9,506,933 15,461,815 
9 MONTHS ENDED OCTOBER 31: 
City Stores Company............ 1,051,720 nil 633,685 nil 
6 MONTHS ENDED OCTOBER 31: 
Crown Williamette Paper............. 406,482 p2.03 1,604,513 p6.66 
Crown Zellerbach Corp. .............. 35,911 p0.14 1,193,078 0.22 
12 MONTHS ENDED SEPTEMBER 30: 
Electric Power & Light............... 6,160,502 0.08 10,312,713 2.36 
Guantanamo Sugar Company.......... 429,166 nil d449,846 nil 
Standard Gas & Electric.............. 9,758,726 1.52 16,816,239 4.74 
9 MONTHS ENDED SEPTEMBER 30: 
Addressograph-Multigraph Corp....... 168,265 0.22 2,380 0.67 
American Encaustic Tiling............ d559,177 nil d312,818 nil 
Atlantic Gulf & West Indiées S/S....... 1,072,575 nil 191,075 p1.77 
Brillo Manufacturing Company........ 88,085 0.30 235,201 1.21 
Butterick Company. d203,280 nil 263,631 1.43 
Diamond Match Company...,........ 1,585,023 0.94 1,903,401 1.08 
General Motors Corporation........... 10,555,175 0.08 97,455,390 2.08 
d80.164 nil 73,1 0.87 
Newton Steel Company............... 4653 ,537 nil d383,083 nil 
Park & Tilford Incorporated............ d382,376 nil 225,732 nil 
Truax-Trear Coal Company........... d117,719 nil 52,459 0.19 
United Business Publishers. ........... d218,391 nil 100,053 p1.90 
12 MONTHS ENDED AUCUST 31: 
Loew's Incorporated..............+005 7,961,314 4.80 11,829,994 7.43 


d. Deficit. p On Preferred Stock. 
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Babson’s 
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and the famous 
| BABSONCHART 
Div. 75-48' Babson Park, Mass. 


THE MORTGAGE BOND RACKET 


By ERNEST ALLAN BARBEAU 
Describes the practices by which 8,000,000 
investors stand in danger of losing $10,000- 

,000 — the world’s greatest $1 25 
financial debacle. Price.......... 


ROLAND SWAIN COMPANY, PUBLISHERS 


BOX 4262 _ PHILADELPHIA 


ARE YOU 
INTERESTED in 
CANADIAN 
STOCKS, BONDS, | 


MINING 
SECURITIES? 


If so, you can get reliable news 
and dependable information by 
reading the weekly issues of 
Canada’s leading business and 
financial newspaper. 


Write for a sample copy, 
$5.00 per year. 


The Financial Post 


153 University Ave. 
TORONTO, CANADA 
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You Can Earn Money Now 


YOU ASK HOW? 


— by acting as special repre- 
‘ sentative of THe FINaNciAL WorLD 
in your own community as well as in 
surrounding towns if desired. 


WE have decided to add 25 energetic. 
subscription salesmen ‘to our staff. 

We suggest you make application at once 
if you wish to be considered in our big 

1933 campaign. To those whose record 

and background are satisfactory, we offer 
a liberal commission on every new sub- 

scription and in addition a substantial 
bonus for every*five orders. 


Write today for details and mention 
briefly your past business experience. 


H. L. Vonderlieth 
The Financial World 
53 Park Place - - New York, N.Y. 


4 Agfa Ansco 


DIVIDENDS 


AMERICAN GAS 
AND ELECTRIC COMPANY 


Preferred Stock Dividend 


uarterly dividend of One 

Dollar and Fifty Cents ($1.50) per 
for the quarter ending Januery 31, 
1933, on the issued and outstanding no per 
value Preferred capital stock of the com- 
pany hes been declared out of the surplus 
net earnings of company, payable ig 
ruery 1, 1933, to as of such stock of 
record on the books of the company at the 
close of business January 9, 1933. 


Common Stock Dividend 


E reguler 
| e T¥ regular quarterly dividend of 
Twenty-five Cents (25c) per share on 

the no par value Common capita! stock of 
the company hes been declared out of the 
surplus net earnings of the 
quarter ending December 31, 19 
able January 3, 1933, to holders eo bes 
stock of record on the of the com- 
pany at the close of business December 13, 
1932. 

i 


Regular Semi-Annual 
Common Stoek Dividend 


e semi-annual dividend 
at the rate of one-fiftieth (1/50) 
of e share on each share of the no par value 
, Common capital stock of the company hes 
been declared out of the surplus net — 
ings of the company, payable in full pat 
no.per value Common capital stock o 
company on January 3, = to holders 
of such stock of record on the books of 
compeny et the of business “thd ied 
13, 1932. 


FRANK 8B. BALL, Secretary. 
New York, December 7, 1932. 


ES 


Metal Package Corporation 
CAN MANUFACTURERS 
The Board of Directors has declared a 
quarterly dividend of One Dollar ($1.00) 
per share out of earningsonthe Common 
Stock, payable January 3, 1933, to stock- 

holders of record December 10, 1932. 
G. S. McCREEDY, Secretary. 
December 5, 1932. 


The Pacific Telephone and Telegraph Company 
Notice of Dividend on Common Stock 
A dividend of One Dollar and Seventy-Five 
Cents ($1.75) per share on the Common Stock of 
this Company will be paid on Saturday, Decem- 
ber 31, 1932, to shareholders of record at the 
close of business on Tuesday, December 20, 1932. 
W. G. KLEINSCHMIDT, Treasurer. 
San Francisco, December 1, 1932. 


— 


AMERICAN SNUFF COMPANY 
Memphis, Tenn., Dec. 7th, 1932. 


Dividends of 1%% on the Preferred and 3% regular 
and 1% extra on the Common Stock of American Snuff 
Company were today declared parame January 2nd, 
1933, to ee of record at the — of ‘business 
December 14, 1932. Checks will be m 


M. E. Treasurer. 


574 


York 
Curb « « 


Edited by A. Weston Smith, Jr. 


“>” 
The election of Herman A. Metz as presi- 
dent of Agfa Ansco, to succeed Horace 
W. Davis, resigned, is regarded as a sig- 
nificant development because of the long 
experience of Mr. Metz in the photo- 


chemical field. With the company’s re- 
eapitalization plan now consummated and 


finances reestablished on a sound basis, 


‘Agfa Ansco should strengthen its com- 


petitive position in the industry. Opera- 
tions for 1932 will probably be in the red 
but results next year may be moderately 
improved. 


“ALUMINUM CO. directors are maintain- 


ing the preferred on a $3 annual basis, 
having declared the quarterly payment due 
January 3, 1933. 


4 Aluminum Goods Mfg. ~~ 


Sales of the new ‘‘economy twins” which 
consist of two semi-circle cooking pans 
for use on a single gas range burner have 
bolstered the ‘‘Mirro”’ line and have 
helped keep the factories of Aluminum 
Goods Manufacturing working on a 24- 
hour basis for several months. The 
appeal to save space and fuel has proved 
unusually effective during the present 
period and also made it unnecessary for 
the company to cut prices to the extent 
that is currently prevailing. Because of 
the new product, there is a reasonable 
possibility that earnings for 1932 may 
cover the 60-cent annual dividend. 


AMER. CYANAMID’S subsidiary, 
Calco Chemical, has acquired the Noil 
Chemical & Color Works of New York 
City. 


4 Associated Gas & Electric ‘“C” 


Last week Justice Wasservogel of the 
New York Supreme Court denied an ap- 
plication for a receiver for the Associated 
Gas & Electric Company made by a 
holder of 104 shares of the class A stock. 
In the opinion of the court ‘‘neither 
fraud nor mismanagement has been 
established . . . nor has it been shown 
that the property of the company is in 
danger of being lost, materially injured, 
destroyed or removed from the juris- 
diction.” 


AUTOMATIC VOTING 
annual report for the fiscal ‘year ended 
November #30, 1932, will probably reflect 
municipal economy measures. 


4 Axton-Fisher Tobacco 
Fortune Tobacco of New York has filed 
a. suit against Axton-Fisher, claiming 
prior right to use’ the name ‘‘Twenty 
Grand” in connection with cigarettes. 


Axton-Fisher is now pushing the sale of 
its ‘“‘Twenty Grand” cigarette brand, 


which has become one of the leaders of 


the 20-for-10-cent group. Fortune To- 
bacco claims that it secured the right to 
use the name ‘‘ Twenty Grand” from Mrs. 
Payne Whitney, who owns the race horse 


bearing that name. And it is also claimed’ 


that while Axton-Fisher held prior regis- 
tration, Fortune Tobacco was the first 
to make cigarettes under the trade- 
name. 


GENERAL FIREPROOFING _ has 
stepped operations up to above 35 per cent 
of capacity to care for metal furniture 
orders. 


4 Hygrade Sylvania “cM 
In a new move to meet the increasing 
competition of Japanese electric light 
bulbs at cut prices, Hygrade Sylvania has 
started a new advertising campaign with 
the copy theme, ‘‘Buy American!’ It 
is claimed that millions of foreign-made 
lamps are being dumped in the United 
States and have cut heavily into American 
production with disastrous results. An 
appeal has been sent to other manufac- 
turers who are faced with competition 
from low grade foreign merchandise to 
get behind the ‘‘Buy American”’ move- 
ment, although Hygrade Sylvania points 
out that no general campaign such as 
that in Britain is recommended. 


INT’L CIGAR MACHINERY 


to cover its $1.50 annual dividend this year 
with a good margin to spare. 


4 National Breweries, Ltd. “C’” 
Annual sales of National Breweries, 
Ltd., for 1932 will run somewhat below 
those of 1931 because of the marked de- 
cline in tourist traffic to the Canadian 
provinces during the summer months. 
The management believes, however, that 
operating economies and sayings on the 
sales tax will offset the loss of earnings 
and if a good Christmas holiday season 
develops the company should be able to 
cover its $1.60 annual dividend. In 1931 
earnings equalled $1.73 a share, against 
$2.41 a share in 1930. But if National 
Breweries is so dependent upon tourist 
traffic for sales, its outlook must be re- 
garded as uncertain because of the pos- 
sibility of an early modification of the 
Volstead Act. The hope of shipping beer 
across the border is tempered by the 
heavy excise tax and tariff which would 
have to be paid. 


NATIONAL FIREPROOFING has re-. 


ceived an order from the U. S. Army for 
twenty carloads of underground clay con- 
duit to be used in various army posts. 


THE FINANCIAL WORLD 
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4 Novadel-Agene 
The advance of Novadel-Agene to a new 
high for the year, in contrast to the slug- 
gish action of most stocks on the Curb, 
apparently was in response to the report 
that earnings for 1932 will be larger than 
the $5.77 per share of common for 1931. 
This company is actually a beneficiary 
of overproduction because any increase 
in the wheat crop calls for a greater usage 
of the Novadel-Agene patented materials 
for bleaching and maturing flour. The 
present $4 annual dividend, therefore, 
appears reasonably secure and in some 
quarters there has been talk of an in- 
crease in the payment or an extra. The 
company enjoys a satisfactory financial 
position with $1 million of current assets 
almost three times all current liabilities. 


PROPPER-McCALLUM is _ expecting 
much from its new advertising manager, 
who was previously connected with Gotham 
Silk Hosiery. 


4Standard Oil of Indiana “Bt” 
Estimates were made last week to the 
effect that Standard Oil of Indiana would 
cover its $1 annual dividend by a small 
margin of earnings this year. In 1931 
the rate was $1.50. If the forecast proves 
correct, the management should not find 
it necessary to make an adjustment in 
the rate in early 1933, as the company has 
ample finances to pay dividends so long 
as they are earned. Standolind is recog- 
nized as one of the best managed and 
strongest entrenched companies in the 
field and has been pointed to for some 
time as one of the most likely of the S. O, 
group to survive the depression without 
dividend omission. 


“SQUARE” 
TALKS 


‘ie THE fall the birds fly 
south. 

But time does not fly—it is 
constant and eternal—it has no 
beginning—no end. 

It’s us, who are running 
around on our small hobby- 
horses—round in a ring—com- 
ing from nowhere and ending up 
at exactly the same place. 

And our old world rolls along 
in its same old way, entirely ob- 
livious of our small waves of 
prosperity and depressions. 

At present our part of the 
world is in a shadow—but men 
who know that as always the sun 
will rise are taking advantage 
of the shadow—buying cheaply 
for the rise. 

The pendulum swings high 
and low—always. It is ebb and 
flow—always. 

The future can not be different 
from the past—it is always up 
and down. 

If you hang on with courage 
the same wave which carried you 
down will carry you up. 


CECEMBER 14, 1932 


GASPARILLA INN and COTTAGES 


BOCA GRANDE, FLORIDA 


PEN for the season on January 10th. 

The Little Inn adjoining Gasparilla 

Inn has been receiving the December 
early comers. 


Gasparilla Inn is in the fortunate position 
of being able to offer certain reductions 
in rates—and still rigidly adhere to the 
standards of service and facility that have 
placed Gasparilla in the front rank of 
America’s resorts. 


Gasparilla Inn is on beautiful Gasparilla 
Island on the West Coast of Florida. The 
cottages close by combine the privacies 
of home with the conveniences of the Inn. 
Own golf course, tennis courts, bathing 
beach. Also fishing and boating. Write 
to J. F. Vallely, Manager, for reservation 
or booklet. 


FACES TWO PARKS 


/500 ROOMS : ALL WITH BATH 


RATES FROM 
14.00 PER DAY 


MOST CENTRAL LOCATION 


CHARLES BAAD 


PRESIDENT 
&-MANAGERY 
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TO KEEP YOU 
INFORMED 


Every week we list in this column attractive 
booklets, circulars, periodicals and special letters 
pertaining to investments and other timely subjects 
which we believe are of interest and profit to our 
subscribers. Upon request and without obligation 
any of the booklets listed below wiil be sent free, 
direct from the houses by whom issued. 


PLEASE WRITE EACH REQUEST 
PLAINLY ON A SEPARATE SHEET 


CURRENT LITERATURE DEPARTMENT 
THE FINANCIAL WORLD, 53 Park Place, New York, N. Y. 


AMERICAN WATER WORKS & ELECTRIC CO., INC.—A spe- 
cial analysis of this important public utility system has been pre- 
pared by a well-known firm of investment bankers. A copy will be 
forwarded upon request. 


LIFE ANNUITIES—A booklet issued by one of the largest life insur- 
ance companies, which explains the advantages of annuities and the 
income obtainable therefrom. Of particular interest to men and 
women over fifty. 


SOME FINANCIAL FACTS —Is the title of a 24-page booklet con- 
taining a brief description of the American Telephone & Telegraph 
Company and the organization and operations of the Bell System. 
It is illustrated throughout with maps, graphs and charts, and is of 
interest to every investor in public utility securities. 


THE GUARANTY SURVEY—This survey, published monthly by 
one of the largest trust companies in New York, is a summary of 
business and financial conditions in the United States and of con- 
ditions abroad. It will be mailed to business executives who 
request it on business stationery. 


TRADING METHODS—A 24-page booklet issued by a New York 
Stock Exchange house, contaiuing a brief explanation of the different 
operations pertaining to stock market trading. 


SECURITY SALESMANSHIP, THE PROFESSION—An interest- 
ing discussion of this specialized field, together with information 
about the Course of Training being adopted by scores of the leading 
investment houses for their salesmen. 


*“‘WHAT IS A SAVINGS AND LOAN ASSOCIATION ?"’—Is the 
title of a booklet issued by a New York building loan and savings 
association which explains in detail the workings of these institu- 
tions; how they invest your funds by loaning them on bond and first 
mortgage to persons buying or building homes. Send for your com- 
plimentary copy. 


MAKING PROFITS IN SECURITIES—Valuable stock market 
booklet explains methods employed by successful investors. The 
part which fundamentals play and the market's technical condition, 
as well as general sound methods for income and profit building, are 
pointed out. 


A SOUND INVESTMENT PROGRAM—Is the title of a booklet 
issued by a well-known investment counselor. Copy upon request. 


ODD LOTS—A well-known firm, member of the New York Stock 
Exchange, has published a booklet setting forth the advantages for 
both the small and large investor dealing in Odd Lots. 


RECOVER Y—The favorable events which have transpired during 
the past few months are commented upon in the current issue of 
“STOCKS-COTTON-WHEAT ” issued by a prominent New York 
Stock Exchange firm. Copy upon request. 


WEEKLY 
BUSINESS & FINANCIAL SUMMARY 


A WEEKLY TRADE INDICATORS 1932 haggh 
Dec.3 Nov.26 Dec. 
*Crude Oil Production (bb!s.)....... 2,127,550 2,099,250 2.449. 830 
Electric Power Output (000 K.W.H.) 1,510, 337 1 475,268 1,671,466 
Steel Output (% of capacity)....... i7 16 29%, 
fAutomobile Production (U.S. A.)... il, 188 10, 798 745 
N N 
Nov. 2 Noy. 2 
tBank Clearings New York City... .. $2,190 $2,659 $3 
ne og ee Outside of N. Y.C.. 1,338 1,907 1,828 
Total car loadings................. 493,882 575,851 8,7 
Financial World Index of Indus- ae 
trial Production............... 40.3 38.7 48.4 


*Daily Average. tCram’s Report. {000,000 Omitted. 
4 FEDERAL RESERVE REPORTS, Member Banks 
932 


1s 193 
000,000 omitted) Nov. 30. .Nov. 23 . 
Deposits—New York City......... $6,847 $6,692 $6,231 
Deposits—Outside New York City . 10,989 10,990 12,167 
Loans on Securities—N. 1,598 1,567 2,239 
Loans on Sec.—Outside N. Y.C.... 2,690 2,690 3,568 
*Invesment—New York City 1,093 1,076 1,017 
*Investments—Outside N. ¥.C..... 2,230 2,230 2,456 
Total loans and discounts.......... 10,413 10,375 13,350 
Total net demand deposits......... 11,745 11,559 12,199 
Total time deposits................ 5,668 5,682 6,142 
Total brokers’ loans. .............. 353 350 720 
Federal Reserve System ratio....... 62.6% 62.7% 65.6% 


New York Federal Reserve Bank ratio 59.8% 59.8% 733% 
*Other than U. S. Govt. Securities. 


A FOREIGN EXCHANGE A COMMODITY PRICES 
1932 1931 1932 1931 
Par Dec.6 Dec. 8 Dec. 6 Dec. 8 
$4.86 3g England... .$3.203% $3.25% | Coffee....$0.08%{ $0.06 
1.00 Can. Dollar .85.75c 83.37¢ Copper... .05% 
3.92c France..... 3.90 56 3.9118/j6) Cotton... .058 .061 
526 Italy....... 5.10 5.12% | Flour.... 3.55 4.35 
13.90 Belgium*...13.84\4% 13.90 Gasoline -125 
23.82 Germany .. . 23.77 23.23 irom... ..1385 15.51 
14.069 Austria... .14.05 14.00 Lead. 
40.20 Holland. 40.18 40.32 Rubber -0322 .0425 
26.80 Denmark 16.71 18.04 . Saar 1.52% 2.22% 
26.80 Norway. 16.49 18.04 Silver . 
26.80 Sweden. 57 18.04 Steel. .... -00 29.00 
49.85 Japan...... 20.31 49.62 Sugar. . -0285 
#12.00 7.45 5.95 §Wheat. 47% 56 
12.17 hile 12.12 031 


*Belga. Paper peg tPaper Milreis. §May futures. #Approxi- 
mate; not yet fixed by law. 


Weekly Car Loadings 


Freight car loadings indicate current sectional business conditions, 
Loadings oom the 15th to the 15th generally indicate earnings for the 
current month. 

Week ended Same 
Nov. 19 week Change 

EASTERN DISTRICT 1932 1931 % 
Baltimore & 36,447 43,874 —17 
Chesapeake & Ohio.............. 30,561 26,803 +14 
Cleve., Cinn., Chicago & St. L. 18,423 18,906 -3 
Delaware & Hudson............. 10,455 12,691 -—18 
& Western. 14,021 14,492 -3 

Norfoik 1,034 20,775 +1 
New York, New Haven & Hartford 20,919 25,855 —19 
Wow cess 44,266 50,093 —12 
New York, Chicago & St. Louis. . 10,867 12,372 -—12 
Pennsy 83,595 101,047 —17 
7,878 9,195 —14 
R 25.666 32,685 —22 
Western Maryland.............. 6,016 7,660 —21 
SOUTHERN DISTRICT 
Atlantic Coast Lime.............. 11,189 14,295 —22 
Louisville & Nashville............ 20,273 21,089 -—4 

Southern eer 28,462 34,014 —16 
NORTHWEST DISTRICT 
Chicago & Great Western........ 4,265 5,364 —20 
Chi., Milw., St. Paul & Pacific.... 22,981 26,486 —13 
Chicago & North Western........ 25,341 30,550 -17 
10,085 11,359 -i1 
CENTRAL WEST DISTRICT 
Atchison Topeka & Santa Fe..... 25,644 29,723 —14 
Chicago, Burlington & Quincy.... 20,608 24,044 —14 
Chicago, Rock Island & Pacific.... 16,719 21,397 —22 
Chicago & Eastern Illinois........ 4,540 4,679 -—3 
Denver & Rio Grande Western.... 4,993 5,736 —13 
21,754 23,452 —7 
SOUTHWESTERN DISTRICT 
Kansas City Southern............ 2,866 3,616 —21 
Missouri-Kansas-Texas........... 7,748 8,153 - 5 
St. Louis-San Francisco. 12,689 -9 
St. Louis-Southwestern......... 3,544 4,316 -18 


(Compiled from American Railway Association figures) 
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Don’t miss our Annual Review 


Devoted to Restoring Our Prosperity—The Work of 1933 


By mailing your subscription before January 14 you will receive this important issue. It will contain: 


LOUIS GUENTHER’S FORECAST OF THE COMING YEAR—Written in a style understandable to all, Mr. 
Guenther’s annual predictions of forthcoming developments in the business and investment fields are awaited 


each year with unusual interest because of their value as a guide for successful planning of the investor’s pro- 


gram. This year his forecast should be of greater value than ever before, with business and the markets in their 
present stage of indecision. 


WHAT INDUSTRY THINKS ABOUT THE FUTURE—A questionnaire is now being sent to outstanding 
business leaders throughout the country, which will gather data concerning the position and prospects for their 
respective industries and geographical sections. The results of this survey will be presented, together with the 
remarks and predictions of a number of those who contribute thereto. 


A COMPOSITE BUSINESS PICTURE—Presented in graphic form, one section of this issue will be devoted to 
a statistical, factual and prognostic compilation of leading lines‘ of industry. This study will be prepared by the 
industrial experts who are members of THE FINANCIAL WORLD Staff and, while its brevity will make it valu- 
able to the busy man, it will be the result of much study and research. 


PROBLEMS AWAITING ADJUSTMENT—Numerous problems still await solution. To be forewarned is to be 
forearmed. For the investor the means and the time element in recovery assume important proportions, and this 
analysis should enable him to avoid some of the pitfalls of the coming months. 


ROUNDING OUR THIRTIETH YEAR—Since its foundation, thirty years ago, THE FINANCIAL WORLD 
and Mr. Guenther have waged many battles in the interest of the investor, and have been victorious in every en- 
counter. The story of these crusades reads like a romance, and because of its interest and importance to investors 
everywhere, it earns a fitting place in this special issue. 


A CENTURY OF DIVIDENDS—THE FINANCIAL WORLD is making an exhaustive study of dividends over 
the past century, the findings of which will be grouped in tables for ready reference. These tables are vital to 
every.investor in common stocks. These tables, in showing the record for many years back, will prove of ines- 
timable value to you in making advantageous changes in your 1933 investment program. 


INVESTMENT PORTFOLIOS TO FIT INDIVIDUAL PURSES—Many are going to seize upon the present 
opportunity to lay the foundations for long term investment programs, or augment their present holdings. A 
series of such recommendations will be prepared on the basis of existing conditions, and so arranged as to meet 
the requirements of investors with $2500, $5000, $10,000 and $25,000. 


Subscribe before January 14 and get the Annual Review 


The FINANCIAL WORLD, 53 Park Place, N. Y. C. 


Here is my check for $10.00 in full payment of the following special offer: 


fa} 52 weekly issues of THE FINANCIAL WORLD (Canadian and Foreign $2 extra}. 


{b} 12 roy! egitions of “Independent Appraisals of Listed Stocks,” a condensed manual of vital investment data and ratings 
on stocks. 


{c} Free privilege of writing for advice by enclosing a stamped, self-addressed envelope with each inquiry. 
{d} THE FINANCIAL WORLD'S Annual Number. (It covers “Restoring Our Prosperity—The Work of 1933’’.} 
fe} Recent important reprints, including security recommendations. 


THE SCHWEINLER PRESS, NEW YORK 
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THESE are times of extraordinary values—but seldom 
do you enjoy any values greater than those offered you 
every day in the year by Long Distance. 

Rates for Long Distance calls are low. They have 
been reduced four times in recent years. During the 
evening and night hours, the rates for station-to-sta- 
tion calls—those on which you will talk with anyone 
who answers—are exceptionally low. Between 7:00 
P.M. and 8:30 P.M. (evening period) the daytime sta- 
tion-to-station rates over 35 cents are reduced by 10 
to 20%. Between 8:30 P.M. and 4:30 A.M. (night 
period) these rates are again reduced, becoming about 
40G less than for daytime calls. 

The bargain hours appeal particularly to those 
whose use of Long Distance is largely personal 


Bargain Hours 


on station-to-station calls 


7:00 P.M. TO 8:30 P.M. THESE ih 


telephone home each night. Mothers talk frequently 
with children away at school. 

In addition to their regular use of Long Distance 
during the daytime, many business men take advantage 
of the bargain hours to transact important matters by 
telephone during the evening. Sales managers have 


their field men call in at convenient, specified times. -@ 
Executives hold regular conversations with associates ¥ 
in other cities. Production chiefs get verbal reports § 


from superintendents of distant factories. 


You can talk across the state or across the country as 


clearly as you can across the street. Telephoning 


CALLS COST ABOUT 15% LESS | 


8:30 P.M. TO 4:30 A.M. THESE 
CALLS COST ABOUT 40% LEss 


or social. Many women keep in close touch with out- 
of-town friends and relatives. Men, away on trips, § 


between Cities is quick... easy... inexpensive. 
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